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REGISTRATIONS SHOW IT— OPERATORS KNOW IT! 
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A favorite, and an ideal, unit 
for the service industries, re 
tail rapid delivery, farm and 
market-gardening and generab 
utility, is the Ford Tonner 
Express with its 8-foot by 
4'-foot sturdy steel body. 


FORD TRUCKS 
LAST LONGER! 


rc ONE big reason: > 
FORD SPRINGS STAND UP 


Ford spring engineering provides unsurpassed 
endurance. Ford special alloy spring steel, with 
tensile strength of 200,000 pounds per square inch, 
assures high fatigue resistance, while deflection 
rates scientifically proportioned to each vehicle’s 
gross weight assure good riding with generously 
ample load capacity. Long-wearing shackle bush- 
ings of steel-backed bronze reduce maintenance 
expense. Ford special, wrapped ‘“‘safety eyes’”’ on 
heavy duty front springs (illustrated) reduce stress 
on main leaves, afford longer life and extra safety. 
Hydraulic double-acting shock absorbers on light 
duty models further control the ride and load. a 
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ONLY FORD GIVES YOU ALL 























sheet metal in cabs, cowls, skirts and 
THESE LONG-LIFE TRUCK FEA- fenders—all told, more than fifty such 
TURES: Your choice of two great examples of Ford endurance-engineering. 
engines, the 100-H.P. V-8 or the That’s why FORD TRUCKS LAST 





90-H.P. Six—semi-centrifugal clutch that 


needs no maintenance lubrication—rear 
axle design that takes all weight-load off the 
shafts (34-floating in half ton units, full- 
floating in all others)—heavy channel 
section frames, doubled between springs in 
heavy duty models— big, easy-action brakes, 
with heavy, cast drum surfaces, non- 
warping and_score-resistant—extra-thick 


LONGER ... why 7 out of 11 of all Ford 
Trucks built since 1928 are still in service. 
No wonder the average age of all Ford 
Trucks in use is nearly 9 years! Stamina is 
built into them! See your Ford Dealer NOW! 


FORD TRUCKS 


MORE FORD TRUCKS IN USE TODAY THAN ANY OTHER MAKE 
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In Any Gas Appliance a BARBER BURNER 
Is a Mark of Superior Quality 


Hundreds of appliance manufacturers, some of whom have standardized for 
many years on Barber Burner units, have learned that a Barber-equipped appli- 
ance always sells easier and performs better. Barber makes scores of shapes and 
sizes of burners for all types of appliances, accurately adapting the design, and 
the style of jets, to the individual appliance and the kind of gas used. Let our 
engineering department work with you to develop the exact burner best suited 
to your purposes. 

If you buy Conversion Burners, do not be confused by the avalanche of untried, 
experimental products now offered, or the welter of extravagant claims for them. 
Remember that Barber Conversion Burners—leaders in the field for twenty-five 
years—are available in sizes and capacities to fit the requirements of all round 
or oblong furnaces and boilers, and that they are to be depended on for eco- 
nomical, trouble-free operation. 

Send for Catalog on Appliance and Conversion Burners, and Pressure Regulators. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 
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CRESCENT 


ENDURITE TYPE RH 
Gives Greater Current Carrying 
Capacity per Dollar of Installed Cost 


AN EXAMPLE- 
200 AMP. CIRCUIT 





250,000 CM 3/0 


TYPE R TYPE RH 


Requires 2!/2" Conduit. Maximum permissible Requires 2" Conduit. Maximum permissible 


operating temperature 60° C. operating temperature 75° C. 
For 100 ft. run cost for wire and For 100 ft. run cost for wire and 
conduit—approximately conduit—approximately 


$159.00 $116.00 


Both figures are based on 330 feet of cable and 100 feet of galvanized steel conduit 
at PRESENT LIST PRICES. Saving shown—27%. 

The superior heat resistant characteristics of CRESCENT ENDURITE INSULA- 
TION with its higher permissible operating temperature and therefore greater cur- 
rent carrying capacity, permits the use of a smaller size of conductor, and in most 
cases smaller size of conduit at less cost than would be required for Type R Wire for 
the same load. 

For light loads requiring small sized conductors, Voltage Drop is the determining 
factor in choice of wire size. Usually in sizes No. 6 AWG and heavier for power cir- 
cuits or No. 1 AWG and heavier for lighting circuits, CRESCENT ENDURITE 
Type RH Wire & Cable gives the lowest installed cost-per-ampere of useful circuit 


> CRESCENT 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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Pages with 


fb question of whether real estate 
values add to the value of a transit 
property or whether a transit property 
adds to the value of city real estate 
property is about as debatable as the old 
query about the egg and the chick. And 
like most of these classic controversies, 
the answer probably would not do us 
much good even if we could arrive at it, 
to everyone’s satisfaction. 


ONE might as well argue about the 
respective importance of the right arm 
and the left arm, or environment versus 
heredity. Whatever one’s preference 
might be, we cannot very well get along 
without either, and we are going to have 
to work with both whether we like it or 
not. 


But the economic question involved in 
moving the masses of our great cities 
turns out not to be so academic, when its 
impact on city planning is made clear. 
We can have double or triple our present 





Dy 


H. N, OLIPHANT 
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the Editors 


average rate of property taxation with 
much more room downtown for every- 
one to drive his own automobile. Or we 
can restrict the downtown automobile 
driving and take some of the load off the 
property taxes by placing more respon- 
sibility on common carrier facilities. The 
choice, thus stated broadly, is not an easy 
one. 


It is not what we would all like to 
have. We would all like to have free and 
untrammeled right to drive our own auto- 
mobiles and park them anywhere down- 
town, and also have somebody else bear 
the tax burden for the extra highway 
and free parking facilities. Unfortunate- 
ly, we cannot, by any economic magic, 
work it out that way. 


ig in New York city where poli- 
ticians for years have been shifting 
the transit burden to the taxpayer, the 
eventual economic retribution is catching 
up with the situation. People who have 
to use New York real estate for their 
business are encountering higher rents 
and the public, in turn, faces higher 
prices for professional, retail, wholesale, 
and other business services. People who 
do not have to stay in New York to do 
their business are getting out. New York 
real estate taxpayers insist the point of 
diminishing return has been reached or 
nearly reached, and that the day cannot 
be much longer postponed when the 
burden of paying for expensive subway 
service will have to be put where it be- 
longs—upon the subway riders. 


In other communities the economic 
basis for mass transportation suffers 
other complications: the political adjust- 
ment of municipal tax boundaries; the 
blight of slum decay in the heart of the 
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WHATEVER THE STORAGE BATTERY TASK YOU 
CAN ALWAYS COUNT ON EXIDE CHLORIDES 


Ever since storage batteries were first em- 
ployed in Central Station service, Exide 
Chloride Batteries have continued to merit 
their reputation for dependable perform- 
ance, long-life and economy. They have 
the capacity needed to deliver adequate 
power for operating switch gear, control 
bus and many other storage battery tasks 
including emergency lighting. 


Exide Batteries have earned the confidence 
of engineers everywhere, and their wide- 
spread use is proof of their depend- 


ability, long-life and ease of maintenance. 


Whatever your storage battery problems 
may be, Exide engineers will be glad to 
help you solve them. 


Exide 


CHLORIDE 
BATTERIES 





THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





8 PAGES WITH THE 


older cities; the deterioration of the 
business community ; and the unplanned 
haphazard trend of decentralization 
which wrecks the larger cities and 
burdens the smaller ones. 


IN this issue we bring a rather fresh 
viewpoint to this general problem of 
moving the masses in the city of tomor- 
row. It is a problem which can be 
claimed as the exclusive preserve of no 
single profession. The engineer, the 
lawyer, the businessman, the city offi- 
cial, and the economist and many others 
—all have substantial stakes and respon- 
sibilities in solving the central problem 
of mass transportation. It is a dynamic 
problem requiring different treatment in 
different stages. 


H. N. OLIPHANT, whose 2-part series 
on “Moving the Masses in the City of To- 
morrow” begins in this issue, is a pro- 
fessional writer whose articles have 
previously appeared in such publications 
of general interest as McCall’s, Saturday 
Review of Literature, Liberty, Writer's 
Yearbook, Mademoiselle, and so forth. 
Born in Indiana in 1910, Mr. OLIPHANT 
attended the University of New Mexico 
and also seriously studied music and 
composition, as well as literature. During 
World War II he served as staff cor- 
respondent for Yank magazine in the 
south and central Pacific area, and re- 
ceived the Bronze Star Medal for his 
work during combat operations on Sai- 
pan and Tinian islands, and with 
infantry assault troops on Leyte in the 
Philippines. He is now a resident of New 
York city. 


* * * * 


A‘ in this issue is the second of a 

pair of studies by ARNOLD Hanes 
on the foreign taxation practice with re- 
lation to publicly owned public utilities. 
The first of these—dealing exclusively 
with foreign codperatives — appeared in 
the February 27th issue. In the current 
issue, Mr, HAINEs goes into the subject 
of direct ownership and operation of 
foreign public utilities by Federal and 
municipal authorities. 


One fact impressed us as we read 
through Mr. HaInes’ manuscript on the 
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taxation of foreign public plants, or lack 
of it. That was that the larger the area 
of government control and operation of 
such utilities, the less chance there seems 
to be that it will bear its burden of taxa- 
tion in proportion to similar privately 
owned and operated enterprise. We have 
a pretty good example of this in the cur- 
rent progress of the nationalization 
movement in England under the British 
Labor party. 


Up to now, public ownership of utili- 
ties in Great Britain has been largely a 
municipal type of ownership. It has paid 
its full share of taxes. Indeed, as far as 
pounds and pennies are concerned, it 
even paid more taxes than the private 
utilities. Now comes the bill to national- 
ize these British gas and electric utilities 
and Mr. Hatnes indicates that the 
chances are the nationally owned and 
operated utilities will be tax exempt. 
That, at least, is the precedent set by the 
British Post Office, which runs the tele- 
phone and telegraph system. 


As the British nationalization move- 
ment grows, along with a corresponding 
area of business tax exemption, one 
wonders just what is going to take the 
place of taxes formerly collected in these 
areas. As these lines are written, the 
British House of Commons has passed 
by an overwhelming vote of 289 to 150 
bills to nationalize all transport — rail- 
roads, trucks, and busses, and put all fu- 
ture real estate development under close 
government supervision. 


WE see some evidence in other coun- 
tries as well. Federal ownership usually 
means tax-exempt operations. Municipal 
ownership sometimes means tax-paying 
or partially tax-paying operations. There 
is a thought here, also, as to the gradual 
trend of public ownership towards ulti- 
mate and complete nationalization as in 
Great Britain. 


THE next number of this magazine 


will be out April 10th. 


A, Ghia 
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Utiity Cw 
Like This Friendly 
‘One-Stop’ Service! 











e@Employees, too, are enthusiastic about Remington Rand's method 
of centralizing customer contacts and customer records for quick, 
decisive handling of business .. . privately . . . with the customer com- 
fortably seated, and ail necessary facts available over intercom phone. 
The desk is of special-design providing knee room for the visitor. 





HIS IS an over-all picture of Remington Rand’s system 
of Centralized Customer Contacts and Records...a 
system that utility customers praise warmly, because it 
does away with red tape, standing in line, and the annoyance 
of being shuttled from one desk or department to another. ws 
Any customer request, whether it’s regarding service con- Ret 
nection, service interruption, a duplicate bill or adjustment, 
is handled completely—at the initial point of contact— with- CUSTOMER ACCOUNTING RECORD 
out the employee having to leave the customer or the tele- 
phone for any purpose. 





This system has been tailored to fit the individual require- 
ments of more than one hundred electric, gas and water 
utilities throughout the United States. Our specialists install 


it—complete with employee training—without interfering e , 
with your office routine. Get further information about this 

proven approach to better customer relations, better em- 

ployee relations and sound, economical operation. Write to rue FIRST wami es 





Public Utilities Systems Dept., 315 Fourth Ave., New York 10. 
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; 
ARE THE LOGICAL TRENCHERS FOR MAIN LINE 
DISTRIBUTION AND SERVICE JOBS 


CLEVELANDS High Working Capacity and Low Operation Cost is 
due to a number of important factors such as: Extreme ease of 
operation and maneuverability in the confined areas or in the open 
—compact full crawler mounted wheel type design —a wide range 
of transmission controlled speeds backed by plenty of power— 
and a rugged welded steel fabrication and unit type construction 
assuring a big day's work every day. 


THE CLEVELAND TRENCHER CO. 





20100 ST. CLAIR AVENUE © CLEVELAND 17, OHIO 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 








“A prosperous world is the best insurance of a peaceful 
world.” 


* 


“The only real remedy for inflation is production, pro- 
duction that outruns purchasing power.” 


* 


“We can talk ourselves into a depression, talk ourselves 
into a war, or into a lack of raw materials, if we are so 
inclined.” 


“Corporate managements in the future will be asking 
themselves whether their official acts are in the interest 
of the public, just as they always have asked themselves 
whether their social activities met the approval of their 
friends,” 


¥ 


“An arbitrary increase in wages is the surest method of 
creating unemployment. The sequence is as plain as the 
unvarnished truth: wage increase, cost increase, price in- 
crease, reduced demand, curtailed production, unemploy- 
ment.” 


* 


“ 


. all historical and recent experience would indi- 
cate that the worst mistake a people can make is to trade 
its freedoms, including the freedom at times to be wrong, 
for the phoney security and frozen static serfdom of dic- 
tatorship.” 

a 


“The majority of our fellow citizens have had enough. 
Enough of bureaucratic government planning; enough of 
the false theory of prosperity through scarcity ; enough of 
unbalanced budgets and government extravagances; 
enough of organized unemployment.” 


> 


“Economic color blindness spread by organized propa- 
ganda is only one step removed from out-and-out Social- 
ism. ,.. Either the American businessman must militantly 
defend his right to function under a free economy or face 
the prospect of losing that right.” 


12 
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PIPING IN LOWERMOST POSITION oO 











o PIPING IN UPPERMOST POSITION 
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THE 


~ CONSTANT-SUPPORT 


WITH GRINNELL CONSTANT-SUPPORT HANGERS, weight transfer stresses are completely elim- 

inated throughout the entire range of vertical movement. In operation the lever, turning 

on the main pivot, balances the weight of a vertically shifting load. The change in moment 
| arm with lever rotation is such that the product of the moment arm and the spring force is 
always constant and equal to the weight of the piping system. 





Write for Data 
Book, “Grinnell 
Constant-Support 
Hangers.” 





+ a 


GRINNELL COMPANY, INC. 
Executive Offices: Providence 1, R. I. 
Branch Warehouses 


Atlanta 2, Ga. Los Angeles 13, Cal. Providence 1. R. I. 
Charlotte 1, N. C. Minneapolis 15. St. Louis 10, Mi 
pS mone oh ew York 17, wy Se. Paul, Mian. 





sak land 7, Cal. ‘ancisco 
Houston 1, Tex. Philadelphia 34, Pa. Seattle 1, Waeh: 
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HANGER 


EXCLUSIVE FEATURES OF 
GRINNELL CONSTANT-SUPPORT HANGERS 


Consant-support of piping in all “hot” 
and “cold” positions. 

Full safety factor of the supported sys- 
tem is always maintained. 
Non-resonant and energy absorbing. 
Mass produced from standard precis- 
ion parts. 

Individually calibrated for each spe- 
cific installation. 

Load adjustment features are incor- 
porated into the design. 

3 models meet entire range of load- 
travel specifications. 

The rated capacity of each model 
varies with the size of the springs used 
— the overall dimensions of the hanger 
remain constant. 

Minimum head room is required. 


WHENEVER PIPING ism e 
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EpitorIAL STATEMENT 
New York Herald Tribune. 


GrorGE WANDERS 
Writing in the New York 
Herald Tribune. 


Paut G. HorrMan 
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Chairman, General Motors 
Corporation. 
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President, Congress of Industrial 
Organizations. 


Epcar L. WARREN 
National director, United States 
Conciliation Service. 


Paut H. GrirritH 
National commander, American 
Legion. 
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The (New York) Sun. 
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“Utilities deserve a category of their own when it comes 
to laws dealing with labor disputes, as recognized in the 
case of the railroads...” 


* 


“By its nature, all government is wasteful, for too much 
of it is conducted in the spirit set forth by Ambrose Bierce, 
who defined it as ‘public business carried on for private 
benefit.’ ” 

© 


“In my book, sound fiscal policy in this period of high 
prosperity calls for much more than a balanced budget— 
it calls for the repayment of several billion dollars of our 
public debt.” 

w 


“The only hope of peaceful solution of organized labor’s 
demand for second-round increases is the termination of 
this whole question by free collective bargaining on a com- 
pany and plant basis.” 


* 


“The closed shop is monopolistic. It is a limitation on 
the right to work and the right to employ. No man should 
be required to pay for the privilege of working. The 
closed shop should be outlawed.” 


> 


“We are at a turning point in our economic life, in the 
midst of a boom-or-bust economic psychology. There is 
not an economist in America who does not predict a bust 
to follow our present boom. It is purely a question of 
when the bust will occur.” 


* 


“I do not believe that government can successfully sub- 
stitute its own decisions for the voluntary agreements 
worked out over the bargaining table by representatives 
of labor and management. Peace in industry can only be 
achieved by responsible unions and responsible manage- 
ment.” 


* 


“The impractical idealists, the do-gooders, and all the 
other crackpots who are working to get the individual 
something for nothing must not be dismissed as harmless 
dreamers. They are the willing or unwitting tools which 
the Communists are using today to promote their sinister 
cause.” 


* 


“Tt would be far better in the long run for the American 
people, through their government and through their in- 
numerable private organizations, to take determined and 
coherent steps to bring coal under the control of competi- 
tion. Only so can the great monopolistic throne of King 
Coal, behind which the kingmaker stands, be overthrown.” 


N 
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LEAR THE CONSTRUCTION 
SITE with International Diesel 
Crawlers. They have the power—at 
low cost—to get the job done quickly. 
With ’dozer blades or land-clearing 
tools they root out trees, stumps and 
undergrowth, and clear away rocks or 
debris. 

Put Internationals to work wherever 
there’s work to do. And watch how 
they dig in and get things done! 

International Tractors are depend- 
able because of their instant-starting, 
efficient, full Diesel engines. They stand 
up under heavy punishment and con- 
tinuous service because of their rugged 








ee 


INTERNATIONAL (:) Industrial Power 








construction and excellent weight-to- 
horsepower baiance. 

Yes Sir! Add up the features of 
International’s engine, tractor con- 
struction, track-frame design, power 
transmission, lubrication and controls. 
The sum is peak performance. 

Talk with the International Indus- 
trial Power Distributor near you for 
additional information about Interna- 
tional Tractors, Engines, Power Units 
and allied equipment. 


Industrial Power Division 
INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue ¢ Chicago 1, Ill. 
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Just Published! 


“ANATOMY of DEPRECIATION” 


®@ A discussion of utility accounting 
methods in effect from time to time, or 
proposed by regulatory or utility repre- 
sentatives, with particular reference to 
recent controversies. 


by 
LUTHER R. NASH, S.B., S.M. 


Author of "The Economics of Public Utilities," "Public 
Utility Rate Structures," and numerous monographs 
and articles. For more than forty years, the author has 
been occupied with utility matters as engineer, man- 


ager, supervisor and consultant. 
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vy 
COVERING THESE IMPORTANT TOPICS 
@ Early Accounting History 
@ Retirement Accounting 
@ Straight-Line Methods 
@ Service Lives 
@ Interest Methods 
@ Reserve-Size Methods 


@ Treatment of Reserves 





@ Relative Advantage of Available Methods 








PUBLIC UTILITIES REPORTS, INC. 


—Publishers— 


Munsey Building Washington 4, D. C. 
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KINNEAR STEEL 
ROLLING DOORS 


Rugged all-steel con- 
struction. 


Coiling upward action 
that completely clears 
door opening. 


Effective counterbal- 
ance that assures 
smooth, easy action. 





Flexible interlocking 
steel-slat curtain. 








Complete usability of 
all floor, wall and 
ceiling space around 
doorways. 


Motor operation, with 
remote control if it is 
desired. 


Doors that are indi- 
.  vidually engineered to 
each job. 


Rising vertically into a compact coil above the lintel, KINNEAR Rolling Doors 
save floor, wall and ceiling space. The coiling upward action clears the door- 
way from jamb to jamb, from floor to lintel. KINNEAR Rolling Doors are 
built in any size for old or new construction—Write for details! 







THE KINNEAR MANUFACTURING COMPANY 


Factories:—2060-80 Fields Ave., Columbus 16, Ohio; 
1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in Principal Cities 
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A TRUCK THAT 
FITS THE JOB 
LASTS LONGER 


T STANDs to reason that a truck will last 

longer—and will operate more economi- 
cally—when it’s powered with an engine 
“‘sized”’ for the job. 


When you buy a Dodge ‘“Job-Rated” 
truck, for instance, you get not one of 


DODGE DIVISION OF 


two or three engines—but the right one 
of 7 different engines—the one ‘‘Job- 
Rated”’ to handle your jobs most efficiently 
and economically. 


You get the right unit in every other part 
of the truck, too—the right one of 5 
clutches, of 4 transmissions, of 18 rear 
axles—the right brakes. 


Dodge can give you a truck that will fit 
your job—because Dodge builds a range 
of 175 different ‘Job-Rated’’ chassis 
models. 


So if you want a truck ‘“Job-Rated’’ for 
longer life, greater economy, and maxi- 
mum dependability—hauling your loads 
over your roads—see your Dodge dealer 
for a truck to fit your job. And remember 
... only Dodge builds “‘-Job-Rated’’ trucks! 


CHRYSLER CORPORATION 


ONLY DODGE BUILDS (W¢-Xutd TRUCKS 


Fit the Job...Last Longer ! 
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SHIPS 


x* * 


HYDRAULIC TURBINES 
— and — 


ACCESSORY EQUIPMENT 
kk 


PRESSURE VESSELS 


x*e* 


STEEL, TRON and 
BRASS CASTINGS 


k ok * 
HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


xk 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport News, 
VIRGINIA 
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AVA BILLING ON 
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TYPE VAP. with conventional bottom 
connected polyphase base 


KVA F : ; Type VAS, for socket mounting. ‘ 
measurement gives in a single \ 


quantity an effective basis for billing on inductive loads, because 
on this basis fixed charges are recovered on the two items of investment \ 
cost: (1), Kilowatt capacity, and (2), necessary additional equipment 
to supply or to correct for the losses of RKVA. 
With the measurement of KVA, demand billing to include the incremental 
costs of additional facilities to serve inductive loads, may be simplified. ‘ 
Demand rates can be stated for a single quantity—complicated power 
factor clauses may be omitted from the rate schedules. 
Sangamo Lincoln Type VA Thermal Demand Meters, employing the phase 
shifting transformer principle, provide a simplified and low cost 


means for the measurement of KVA on polyphase circuits. 





SANGAMO 


ELECTRIC <i) COMPANY 


SPRINGFIELD @ ILLINOIS 
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27 T* | United States Independent Telephone Association, Executives’ Conference, will be held, 
Chicago, Ill., Apr. 14, 15, 1947. 





F § Gas Appliance Manufacturers Association will hold meeting, Chicago, Iil., Apr. 14-16, 
1947. - 





j| 29 Ss § Southern Gas Association will hold meeting, Biloxi, Miss., Apr. 16—18, 1947. > 





30 S ¥ Ohio Independent Telephone Association to hold meeting, Columbus, Ohio, Apr. 22, 1947. 











31 M | 4 Midwest Power Conference begins meeting, Chicago, Ill., 1947. 


2 APRIL + 


1/T* | \ q dion Electric Institute, Thirteenth Annual Sales Conference, begins, Chicago, IUl., 




















W Q Public Utilities Adv wn. one will hold area meeting, Regions 1, 2, and 3, 
2 | Philadelphia, Pa., Apr. 23, 





T* | | Illinois Telephone Association begins convention, Peoria, IIl., 1947. 
| Y Southeastern Electric Exchange begins conference, St. Petersburg, Fla., 1947. 





4 Gas piageve Association of Florida-Georgia will hold meeting, Boca Raton, Fla., Apr. 25, 
26, 1947. 





q U. S. Chamber of Commerce annual meeting to be held, Washington, D. C., eS) 
Apr. 29—May 1, 1947. - 


Jelale 


<|e|e| 





{ American Gas Association, Natural Gas Department, will hold spring meeting, Chicago, 
Ill., Apr. 30—May 2, 1947. 





q American Gas Association—Edison Electric Institute, National Accounting Conference, 
begins, Buffalo, N. Y., 1947. 








q Nebraska Telephone Association begins meeting, Lincoln, Neb., 1947. 





eleala| 
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{ Midwest Gas Association ends annual meeting, Omaha, Neb., 1947. 
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Courtesy, Pacific Gas and Electric Company 


The Capitol Dome of Power Supply 


Unusual angle view of transformer 
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Moving the Masses in the City 
Of ‘Tomorrow 


Part I. F 


Unfortunately for pretty paper plans, cities cannot be constructed or 
reconstructed from scratch. We must take them as they are—as they have 
grown—with all their virtues and faults, oddities and peculiarities, and 
work with what we have. It is slow, costly work. Yet, providing ways and 
means for transporting the city population—moving ‘the masses—is prob- 
ably the most compelling problem in city planning. Mistakes made today 
can make the city of tomorrow proportionately unlivable. Here is an 
earnest, practical study of what to do about the creeping paralysis of 
city transit—which is hardening the arteries of our proudest cities and 
stultifying the perfection of modern high-power engineering in speedy 
and comfortable vehicles. 


By H. N. OLIPHANT* 
HAT’S happening to our cities? cently put it, “fit only for the burial 
Are they doomed to become plot”? Or are they simply suffering 


moldering anachronisms? Are 
the creaky Nineteenth Century skele- 
tons gradually giving way under the 
terrible tensions and driving energies 
of a motor-atomic age? Are they “se- 
nile, diseased, and moribund,” as one 
prominent architect and city planner re- 





*For personal note, see “Pages with the Edi- 
tors.” 


from the economic, social, and political 
afterpangs of two world wars—seri- 
ously sick and crippled, to be sure, but 
not so grievously afflicted that they 
can’t be restored to new vigor and 
health by some promp fitrst aid and 
more or less extensive major surgery? 

However you answer it, the question 
of the future of our cities is one of im- 
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mediate and critical importance to all 
of us. Gordon G. Steele, president of 
the American Transit Association and 
for many years a close student of city 
planning problems, minces no words 
about it. “Unless,” he declares flatly, 
“steps are taken at once to reverse the 
blighting trends that were gaining mo- 
mentum before the war, our American 
cities will be destroyed from within 
just about as effectively as two Jap- 
anese cities were destroyed by the atom 
bomb.”” Stout words? Perhaps. But 
Mr. Steele was evidently trying to 
shock us into action. We need many 
more of such shocks ; because we, as a 
nation, are not yet doing very much 
about it. 


HE profound political implications 

of the question are obvious. “Gov- 
ernments will stand or fall,” says 
Charles S. Ascher, director of the urban 
development division of NHA (Na- 
tional Housing Administration), 
prophesying that the rebuilding of our 
Cities will be one of the top domestic 
political issues of the next decade, “by 
the evidence they give their citizens 
that they are dealing imaginatively, 
vigorously, and realistically with the 
greatest need of the people, second only 
to food: a satisfying place to live.” 
Today, certainly, few American 
cities can boast that they are giving 
the majority of their citizens a very 
satisfying place in which either to live 
or work. According to a survey made 
not long ago of New York city by the 
Consolidated Edison Company, 40 per 
cent of all dwelling units in Manhattan 
are more than forty years old, half of 
them enmeshed in squalor and lacking 
even bathrooms. According to Joseph 
D. McGoldrick, comptroller of the city 
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of New York, there are very sizable 
sections in Brooklyn where the average 
age of shabby dwellings is not forty, 
but sixty and seventy years. Latest es- 
timates submitted to the New York 
City Planning Commission reveal that 
our No. 1 metropolis has nearly 600,- 
000 houses that are definitely substand- 
ard and urgently need replacement! 
The picture is hardly less discourag- 
ing in other cities. In Baltimore it is 
estimated that 30 per cent of the urban 
area is showing positive symptoms of 
decay. In Boston, Chicago, Minneap- 
olis, and practically every other so- 
called mature city in the country, once 
prosperous and attractive neighbor- 
hoods are degenerating into revolting 
municipal cancers, sapping the eco- 
nomic strength of the healthy com- 
munities they encroach upon. At least 
one-quarter of all city land in the na- 
tion, the urban institute declares, is 
blighted, and in many cities decay is 
spreading even to the suburbs. 


HIS creeping blight and decay in 

our cities mean, inevitably, the 
emergence of more and more slums— 
the festering, antisocial areas that are 
currently breeding more than 50 per 
cent of the nation’s mounting epidemic 
of crime and disease. 

They also mean economic degenera- 
tion. Virtually every U. S. city can 
produce stark evidence of the stagger- 
ing cost of urban decay. In Boston 
since 1930 the reduction in real estate 
valuation has been more than $550,- 
000,000. In the central business dis- 
trict of Detroit, during the same period, 
there has been a shrinkage of more than 
$200,000,000 in property values. In 
Kansas City, Missouri, from 1933 to 
1943 assessed valuations on downtown 
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property declined more than $60,000,- 
000. Baltimore tax rolls in the last thir- 
teen years disclose a downtown evalu- 
ation loss of $53,000,000, a drop of 30 
per cent! 

In the prewar year of 1940 alone, 
according to Leslie Williams, one of 
the country’s ablest city planning engi- 
neers, more than $4,000,000,000 worth 
of economic wealth and an incalcula- 
ble loss of human resources were suf- 
fered by the nation simply because our 
cities are no longer safe, efficient, con- 
venient, and “satisfying” places in 
which to live and work. 

Obviously, we'd better wake up to 
the ominous implications of these facts 
in a hurry. Our cities are the nerve 
centers of our whole economy. Their 
health spells the nation’s health and— 
what is more important right now— 
their disintegration spells infallibly the 
nation’s disintegration. Surely we 
should know by now that good, healthy 
environments produce good and 
healthy people. In our desperate strug- 
gle for world peace we are going to 
need all the good and healthy people we 
can produce. 

What can we do about it ? 


| reaper and social deterioration 
in our cities did not begin yester- 
day. The germs were introduced more 
than a half century ago. A complex 
interplay of factors has been involved, 


but planning authorities agree that the 
key to a fundamental understanding of 
the ravages they have caused lies in a 
recognition of the close link that has 
existed between the three major phases 
of our cities’ growth and the changes 
which have occurred in the available 
means of transportation. 

Let’s look back for a moment. Be- 
fore 1880 the area of our cities was 
determined, as now, by the distances 
men could travel in a reasonable time 
between home and work. But before 
1880 the only means of transportation 
men had were their feet, horses, and 
horse-drawn vehicles. As a result, our 
cities during that period extended no 
more than two and a half miles from 
their centers. 

Between 1880 and 1910 the intro- 
duction and growing use of cable and 
electric streetcars extended the practica- 
ble radius of population distribution— 
and hence of potential urban develop- 
ment—to a distance of approximately 
five miles. During this period other 
factors began to make themselves felt. 
The late Charles Gordon, distinguished 
authority on transportation, outlined 
the most significant of these early in 
1945 when he appeared before the U. S. 
Chamber of Commerce’s conference on 
urban problems in Washington. He 
told the conference: 


During the period 1880-1910, industrializa- 
tion and a great influx of immigration caused 


2 


area is showing positive symptoms of decay. In Boston, Chi- 


q-:: Baltimore it is estimated that 30 per cent of the urban 


cago, Minneapolis, and practically every other so-called 
mature city in the country, once prosperous and attractive 
neighborhoods are degenerating into revolting municipal 


cancers, sapping the economic 
munities they encroach upon.” 
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cities to grow rapidly in both population and 
size. The combination of population increase 
and improved transportation set up centrifu- 
gal and centripetal forces which were far- 
reaching in their effects. Property values at 
the centers of cities rose rapidly and the 
business area spread to accommodate grow- 
ing trade volume which was accessible to 
the central district, The spreading business 
area encroached on inlying residential prop- 
erty, causing a rise in site values. Improved 
transportation permitted people to move far- 
ther out, and the homes thus abandoned were 
converted to business use with profit to the 
owner. 

This process of steady growth and expan- 
sion led every home owner to look forward 
to selling his site at a profit after the building 
had served his purpose. The process con- 
tinued over so long a period of time that 
even today the idea is still an important fac- 
tor in the selling and purchase of residential 
property. This bonanza stage in urban real 
estate also established centrally located busi- 
ness property as a prime investment, with the 
accompanying assumption that site value rise 
could be expected to offset building depre- 
ciation and obsolescence. 


Shen the automobile came along. 
Revolutionizing all former con- 
cepts of transportation standards, it 
drove us smack into the third and most 
decisive phase of our urban develop- 
ment. In a comparatively short period, 
the potential area of urbanization shot 
out from a 5- to a 20-mile radius, an 
increase of 1,000 per cent! 

While this was happening, the curve 
of urban population was flattening out. 
In fact, a number of cities began show- 
ing net population losses. The demand 
for inlying residential property fell off 
sharply. But the traditional assumption 
that obsolete residential property and 
neighborhoods were potential business 
or apartment sites was by that time so 
fixed that there was no discrediting it. 
Incurably hopeful landlords held stub- 
bornly onto their fast decaying prop- 
erties. 

Zoning laws were passed. Pressure 
was exerted to zone almost all obsolete 
residential property for business use. 
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In consequence, as Gordon pointed out, 
“The total areas thus zoned in most 
cities is much greater than would be 
justified by any realistic analysis. Even 
today, the high valuations placed on in- 
lying property continue to reflect past 
hopes rather than present realities.” 
Waiting for a business use that obdu- 
rately refuses to manifest itself, the 
properties have sunk lower and lower 
in blight and decay. 


W: were first jarred into a realiza- 
tion that something was inherent- 
ly wrong with our cities in the 1920's, 
when we finally tumbled to the fact 
that, although we were on the threshold 
of the greatest technological age in his- 
tory, we were still trying to move 
around on streets that were designed 
for the horse and buggy. 

Mass production intensified our di- 
lemma. Within a few short years mil- 
lions of automobiles and trucks were 
disgorged onto our obsolete, gridiron- 
type street patterns. The horse-and- 
buggy thoroughfares couldn’t take it. 
They promptly clogged up like Oregon 
rivers at logging time, precipitating 
what is undoubtedly one of the most 
temper-shattering, time- and money- 
consuming irritations of our day—the 
traffic jam. 

Actually, the traffic jam is at the very 
core of the whole problem of our cities’ 
economic and social deterioration. The 
reasons for this are simple. Cities must, 
above ail, be accessible. Like men, they 
need strong, resilient circulation sys- 
tems to survive. Their people and goods 
must flow freely, with a minimum of 
effort and delay. 

Does the charge against the traffic 
jam sound too exaggerated? Let’s see. 

Too often discussion of such central 
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Decentralization of City Population 


ce pee involves tremendously increased costs for 

community services. Ultimately sewers, streets, gas, electric, 

water, and telephone facilities have to be extended over a vastly expanded 

area. Health, police, and fire protection, schools, light, telephone, and 

transportation—all these must eventually be provided to the new com- 
munities.” 





area deterioration of cities has a tend- 
ency to skip or gloss over the lowly, 
unpleasant traffic jam. It sounds more 
important to talk about politico-eco- 
nomic aspects, about the better-off in- 
habitants deserting the older residential 
sections for the suburbs and satellite 
cities, leaving run-down neighbor- 
hoods to turn into slums. These, in turn, 
spread social blight converting former- 
ly rich tax-paying areas into tax-con- 
suming areas of public relief and so 
forth. Fine argument. But what makes 
the more affluent element move out in 
the first place ? Answer : Speedy private 
transportation, which they rely upon 
to keep their daily lines of communica- 
tion open between the still profitable 
“downtown” business and their nice 
out-of-town homes, while the city gov- 
ernment holds the tax bag for old resi- 
dence deserters and wrestles with the 
newer and costly problem of providing 
more and more street and parking facil- 
ities for accommodating their daily 
growing fleet of automobiles. 


6 b-w problem eventually outruns 
the central city’s resources and 
planning. Result: traffic jam which 
tends to drive even business out of the 
central area, and an increase in the bur- 
den on the streetcar and bus systems 
which have to move the masses. And so 
it goes, the vicious circle, one big bad 
traffic jam “downtown” hatches out 
more traffic jams out in the suburbs. 

When the vital flow of people and 
goods is impeded, cities, in the words 
of Mr. Williams, “figuratively explode. 
People can’t get into the downtown sec- 
tions without a battle with the traffic, 
so they tend more and more to do their 
buying in other areas where the going 
isn’t so rough. Since they naturally 
want cleaner, safer, more convenient 
environments for themselves and their 
children, they take to the outskirts as 
soon as possible. Satellite communities 
spring up, new stores and businesses 
are built, and gradually fewer and few- 
er people go downtown. The result is 
decentralization.” 
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Decentralization is not new and it is 
no respecter of cities. Every urban area 
in the country can point to its vitiating 
effects. City planning experts, however, 
are careful to point out that decentral- 
ization is not a malignant process per 
se. Actually, in their visions of the mag- 
nificent cities of the remote future they 
foresee a certain amount of it as both 
inevitable and desirable. 

For instance, they visualize highly 
concentrated, functional central dis- 
tricts where all essential public facilities 
and services will be organically inter- 
related. These will be surrounded by a 
group of intelligently planned, self- 
contained satellite neighborhoods, built 
around local schools, churches, stores, 
and amusement centers, each neighbor- 
hood to be segregated by generous areas 
of open space to protect them from en- 
croachment. Connecting these separate 
but economically interdependent com- 
munities will be sweeping landscaped 
multilaned corridors and depressed and 
elevated expressways for high-speed 
transportation. Throughout the entire 
metropolitan pattern beautiful parks 
and extensive recreation areas will 
abound. 


B” note that this roseate vision of 
the city of the remote future— 
architects and engineers mean by “re- 
mote” that few of us will be around 
when the vision is translated into real- 
ity—is based on planned decentraliza- 
tion. Decentralization, as we have 
known it for the past three decades, 
has caused almost irreparable damage 
because it has not only been unplanned, 
but, as Leslie Williams characterizes it, 
“downright irrational.” 

Today, many of these extemporized 
settlements lack adequate fire and police 
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protection, to say nothing of schools 
and the opportunity for a wholesome 
and progressive civic existence. As traf- 
fic and health hazards increase, their 
jerry-built houses and shacks are de- 
generating into slums as noisome as 
the tenements that were abandoned in 
the central city. Their property values 
are collapsing. The whole community 
suffers. The taxpayer in one form or 
another must foot the bill—an unnec- 
essarily expensive bill. 

The taxpayer’s bill is augmented 
eventually by a bigger bill for transit 
utility and other utility services. De- 
centralization involves tremendously 
increased costs for community services. 
Ultimately sewers, streets, gas, electric, 
water, and telephone facilities have to 
be extended over a vastly expanded 
area. Health, police, and fire protection, 
schools, light, telephone, and trans- 
portation—all these must eventually be 
provided to the new communities. But 
a diminishing population must pay the 
taxes. As Charles Gordon put it: 


Decentralization is brought about by indi- 
vidual families who run away from the con- 
sequences of past mistakes in community 
policies instead of correcting them. This 
spreads the diseases of traffic congestion, 
property instability, and blight. When as indi- 
viduals we try to solve the problems of urban 
living by simply running away from unde- 
sirable environment we thereby magnify the 
problems of the community of which we are 
a part. Those who run away from the city 
as a place to live, hope that others will sup- 
port the cost of maintaining it as a place to 
work and as a center of culture and amuse- 
ment. 


|S gas the war, of course, decen- 
tralization necessarily slowed 
down considerably. One reason was 
that the automobile, one of its most 
important causes, was stymied by re- 
strictions on gas, tires, and parts. When 
these were lifted last fall we were sud- 
denly confronted with a situation for 
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which even the traffic engineers were 
unprepared. 

“Frankly,” says Robert A. Mitchell, 
Philadelphia’s blunt-spoken city traffic 
engineer, “we were caught with our 
municipal pants down. We’d been led 
to believe that more than 20 per cent 
of the country’s automobiles were in 
the graveyard. But after VJ-Day they 
started streaming out of the graveyard 
in hordes. They weren’t ghosts, how- 
ever, although most of them were 
patched up and spluttering as if they 
were about to give up the ghost. Before 
peace was two months old our streets 
were clogged tight, and practically ev- 
ery city in the country was calling traf- 
fic congestion its number one municipal 
problem.” 


|: if you think the traffic is bad 
today, wait a couple of years. Con- 
sumer polls show that the nation’s big- 
gest pent-up appetite right now is for 
automobiles, and the industry hasn’t 
even begun to feed it. The Public Roads 
Administration estimates that by 1960 
there will be 40,000,000 automobiles on 
the streets and highways. That’s 10,- 
000,000 more than were around in 
1941, and. the figure doesn’t include 
the several million trucks that will lum- 
ber along in the bloated procession. 
Moreover, some qualified observers say 


that 55,000,000 or 60,000,000 private 
vehicles by 1960 is nearer to the mark. 
And, according to E. H. Holmes, chief 
of the division of highway transport re- 
search, PRA, automobiles will travel 
twice the prewar mileage! 

“These increases in the numbers, 
speed, and mileage of motor vehicles,” 
says D. Grant Mickle, traffic engineer 
of the Automotive Safety Foundation, 
“will bring utter chaos to our cities 
unless we take effective measures now 
to regulate their movement. Indeed, 
the problem is already extremely seri- 
ous. The growth of traffic since VJ- 
Day has been so prodigious that it’s be- 
ginning to strangle its own circula- 
tion.” 


| ob ipemnaentl Federal, state, and 
local governments are acutely aware 
of the seriousness of -the problem and 
have started to do something about 
solving it. Sparked by Congress, which 
has authorized the expenditure of $1,- 
500,000,000 in the first three postwar 
years for street and highway construc- 
tion, the various states, which must 
match Federal money, dollar for dol- 
lar, are helping their counties and cities 
get set for the greatest road and thor- 
oughfare building program in history. 
But road and street building, at best, 
is only part of the remedy. 


In his second and concluding insta!ment to be published in the next issue, 
Mr. Oliphant examines the solution for the traffic jam. 





» “( OVERNMENT’S responsibility for labor peace is to give us an equi- 
table national labor policy, laws that will establish an equality 


of bargain 


power between management and labor, laws that will 


require equal responsibility of management and labor, laws that will 
ermit collective bargaining between workers and the boss at the plant 
evel, where they know each other—their problems, their needs, and what 
it takes to make the business the necessary success so they both can 


prosper.” 
—Ira MosHER, 
Board chairman, National Association of 
Manufacturers. 
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Farm Telephony Is Going 
Ahead 


Nearly two and a third million farms in the United 

States now have connected telephone service as com- 

pared with little more than a million and a half before 

the war. Bell and independent companies are making 

a prodigious effort to eliminate any need of a tele- 
phone industry edition of the REA. 


By FRANCIS X. WELCH* 


N January 1, 1940, nearly two 
C years before Pearl Harbor, 

only one out of every four 
farms in the United States had con- 
nected telephone service. There were 
more farms (6,096,799) at that time 
than there are today (5,859,169 esti- 
mated). Notwithstanding the short- 
ages of man power and materials which 
have bedeviled the telephone industry 
through the war years and even through 
the months of reconversion to date, the 
telephone industry has managed to 
bring the number of farm telephones, 
as of January 1, 1947, up to an esti- 
mated 40 per cent. 

In the calendar year of 1946 alone, 
Bell companies added about 330,000 
telephones in farms, country stores, and 
various types of rural establishments. 
Independent companies during the 





*Managing editor, Pustic Utiities Fort- 
NIGHTLY, Washington, D. C. 
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same period added another 110,000 
farm telephones. This amounted to 
more than three times the increase in 
rural telephones ever made in any pre- 
vious similar period in the history of 
the American industry. 

The reason for this emphasis on farm 
telephones is not difficult to under- 
stand. For the past five years there has 
been agitation, sometimes of a political 
character, to have the government in- 
terest itself in bringing more telephone 
service to the farmer just as it has done 
in bringing about more rural electrifi- 
cation through the inauguration of the 
Rural Electrification Administration 
(REA). 


N the 78th, 79th, and 80th Con- 
gresses, bills were introduced in 
both the Senate and the House to au- 
thorize the REA to make loans for the 
purpose of installing and improving 
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farm telephone facilities. But the tele- 
phone industry, both Bell and the inde- 
pendent branches, saw that the inter- 
vention of Federal financing in this 
particular field might be the opening 
wedge of government ownership 
through the establishment of a com- 
petitive codperative movement which 
might grow in more populous areas 
just as the REA co-ops have done 
(with relation to the privately owned 
and operated electric utility compa- 
nies ). 

Aside from a certain surface simi- 
larity, however, the relative problems 
of rural electrification and rural tele- 
communication are quite distinguish- 
able. Rural electrification has been 
growing steadily in the last quarter of 
the century, and there has never been a 
year of actual recession in the number 
of farms electrified. In 1935 only 10 
per cent were electrified whereas today 
slightly more than 50 per cent are elec- 
trified. This doubtless has been due to 
a number of factors, including progress 
in the technique of farm electrification, 
cheap REA loans to rural co-ops, con- 
stantly lower rates, and so forth. 

Farm telephony, however, apparent- 
ly is getting its “second wind” after a 
recession which commenced in 1920 
and reached a low point around 1935. 
Even today the number of farm tele- 
phones in America does not quite equal 
the peak of 1920. For, in that year, 
there were about two and one-half mil- 
lion farm telephones, whereas today, or 
on January 1, 1947, the number stood 
at 2,316,500. 

The 1947 percentage of farm tele- 
phones, however, relative to the total 
number of farms in the United States, 
is approximately equal to the percent- 
age which existed in the peak year of 


1920. This is due to the shrinking total 
number of farms during the last quar- 
ter of the century. The percentage of 
farm telephones in relation to the total 
number of farms in both years was 
about 40 per cent. 


B"” during the intervening years, 
characterized by the economic de- 
pression of the early Thirties, the num- 
ber of farm telephones tumbled to a 
mere 1,400,000 in 1935. Since that time 
the recovery has been remarkable, es- 
pecially during the past two years, as 
already mentioned. But the fact that 
more farm telephones were once con- 
nected than are connected even today, 
poses a somewhat different problem 
than the problem of rural electrification 
which, in almost every instance, brings 
electric service to a farm which never 
had it before. 

In other words, a good number of 
farms which once had telephones, but 
took them out during the depression, 
never put them back. This means a 
problem of selling the service as dis- 
tinguished from reconstructing the 
service. But there has been plenty of 
constructing and reconstructing, as 
well, in the farm telephone field. New 
techniques have been devised, notably 
in the case of the “carrier telephone” 
and the “radiotelephone.” True, these 
two more sensational improvements, in 
bringing farm telephone service to 
areas which never had it before, ac- 
count for only a very small proportion 
of the farm telephones recently con- 
nected. Most of the recovery has been 
made along conventional lines of land 
wire telephone service. Some of it has 
been accomplished through such short 
cuts (through improved methods) as 
joint use of poles with power lines. 
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In the table on page 408 we have a 
precise breakdown according to geo- 
graphical areas of all farm telephone 
distribution in the United States for 
the comparative years, January 1, 
1947; January 1, 1945; and January 
1, 1940. This remarkable recovery is 
even more graphically portrayed in 
the series of three charts on pages 409, 
410, and 411. The first two are by 
states. Page 411 shows regional aver- 
age, causing a slight variation in the 
state distribution. 

For purposes of these statistical and 
graphic comparisons, the respective 
farm connections of both the Bell and 
independent telephony systems have 
been combined, and the U. S. Census 
definition of a farm has been used. Un- 
der this definition, a farm consists of 
any parcel of real estate under cultiva- 
tion for agricultural purposes which 
equals or exceeds 3 acres or on which 
agricultural products selling for more 
than $250 a year are produced. 


TRICTLY speaking, this rather broad 
definition of a farm might apply 
to the subcellar of the Waldorf-As- 
toria hotel in New York city, where 
artificial mushroom production results 
in a salable product in excess of the 
amount set by the U. S. Census 
Bureau. 
However, such as it is, the official 


definition has been followed in the 
accumulation of estimated figures from 
industrial sources, as used in this 
article. Notwithstanding this rapid 
progress, the telephone industry is 
dedicated to a persistent effort towards 
bringing more and more telephones 
to the American farms, 

Writing in the current issue of the 
Bell Magazine, John J. Hanselman 
and Harold S. Osborne, of the AT&T 
organization, jointly state: 

Much has been accomplished in the past 
two years; much yet remains to be done. 
The pace of these activities will no doubt be 

accelerated. Rural construction projects ex- 

ceeding those of 1946 are already fully engi- 

neered in anticipation of an increase in the 
supply of materials and the Bell system’s 
rural program moves steadily toward its goal 
of more and better telephone service for 
more people... 

Paralleling the Bell system’s rural 
program is the independent telephone 
industry’s own accelerated program to 
extend telephone service in its rural 
exchange areas. R. A. Lumpkin, 
president of the United States Inde- 
pendent Telephone Association, stated 
that figures of the independent tele- 
phone companies indicated a gain of 
more than 100,000 rural telephones for 
the year just ended. In an earlier state- 
ment, he had estimated that the inde- 
pendent telephone companies expected 
to spend more than $10,000,000 on 
rural plant construction during 1946. 





as NLY the great wartime tide of traffic enabled the rail- 
roads to realize satisfactory net earnings in 1942 to 
1944, inclusive. Now the tide has turned, as it was bound to 
do; war-created conditions are not the normal economic 
atmosphere in which the railroads or any other regulated public 
service struggles to serve its patrons adequately and obtain a 


living investment return.” 
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—EpITorRIAL STATEMENT, 
The Wall Street Journal. 








Foreign Taxation of Publicly 
Owned Utilities 


High taxation of privately owned utilities in the United States in contrast 
with the full exemption, as to Federal taxes, and the frequently prevail- 
ing exemption of other taxes of publicly owned utilities, has been ad- 
vanced as an argument against alleged discrimination which penalizes 
private enterprise in the public utility industry. As a possible aid towards 
fuller discussion of this subject, this survey undertakes to present in- 
formation as to the practices of other countries in the taxing of govern- 
ment or publicly owned utilities. 


By ARNOLD HAINES* 


AXATION of government-owned 
utilities abroad is no more a 
simple black-and-white policy 
than is taxation of government-owned 
utilities in the United States. There are 
shadings and off tones which prevent, 
in some cases, a categorical classifica- 
tion as either the fully taxpaying or 
full tax-exempt—in a given instance. 
To be more specific, the general de- 
scription “publicly owned utilities” 
does not always mean the same thing— 
even within some of these foreign coun- 
tries any more than it means within the 
United States. Just as we have several 
varieties of publicly owned utility 
operations—Federal, state, municipal, 
county, district, and the somewhat 
hybrid organization such as the REA 
co-op—so also we have in England, for 
example, different kinds of publicly 





* Professional writer of business articles, 
Washington, D. C 
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owned utilities subject to different laws 
and different tax policies. 

In Great Britain we have the tele- 
phone and telegraph service functioning 
directly within the Post Office. We also 
have government corporations, such as 
the Central Electric Board (which 
operates the British grid system) and 
the British Broadcasting Corporation. 
Then, again, there are large numbers of 
municipal plants similar, in many re- 
spects, to the municipally owned utili- 
ties in the United States—commonly 
called “municipal undertakings.” 
Foreign tax policy with respect to co- 
Operatives was covered in a previous 
article appearing in this publication.’ 


AX these lines are written, the British 
Labor government bill to com- 


1See “Do Foreign Co-ops Pax Taxes?” by 
Arnold Haines, Pusiic Utivities FortNicHT- 
aye oar XXXIX, No. 5, page 290, February 
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pletely nationalize the electric utilities 
of that country stands on the threshold 
of enactment. If and when this statute 
is “implemented,” all the electric utility 
properties in Great Britain will pre- 
sumably be merged directly under the 
Crown supervision of the Ministry of 
Fuel and Power. Just what the govern- 
ment will do then, about the tax rev- 
enues which it used to get from munici- 
pally owned electric utilities, will prob- 
ably have to be worked out in supple- 
mental legislation. By way of prece- 
dent, the telephone and telegraph serv- 
ices, merged with the British Post Of- 
fice some years ago, became entirely 
exempt from taxation, as industries. 
There does not seem to be any 
foreign precedent for payments by gov- 
ernment utilities “in lieu of taxes” of 
any amounts to support government 
operations—similar to amounts paid 
under Federal statute by the Tennessee 
Valley Authority (TVA). One diffi- 
culty with “in lieu of taxes” as a substi- 
tution for real taxes is that it does not 
dispose of the substance of the argu- 
ment as to whether publicly owned 
utilities should or should not pay taxes. 
When the TVA, for example, claims, 
truthfully no doubt, that it is paying 
“in lieu of taxes” into the United 
States Treasury as of 1946 amounts in 
excess of taxes formerly paid by pri- 
vately owned utilities whose property 
TVA acquired, the question naturally 
arises as to what taxes the former pri- 
vate company owners would be paying 
in 1946 if they had continued to oper- 
ate the same properties or if they had 
expanded their operations as TVA un- 
questionably did. Most of us would be 
glad to freeze our tax liability to the 
standard of a former year and to con- 
tinue paying something “in lieu of 
MAR. 27, 1947 


taxes” every year thereafter. However, 
as already suggested, the payment “in 
lieu of taxes” seems to be more or less 
indigenous to publicly owned utilities in 
the United States, probably for rea- 
sons peculiar to the Constitution and 
the relationship between Federal, state, 
and local governments. Publicly owned 
utilities in foreign countries either pay 
taxes or they do not pay them, There 
are no semantics or doubt about the 
obligation. 


ley us look first to Great Britain— 
confining our attention to the 
situation which presently prevails 
there, without regard to the prospec- 
tive change in policy which may come 
about when the nationalization law is 
put into effect. It may be stated flatly, 
from this premise, that in Great 
Britain the government-owned utilities 
are generally subject to income tax in 
the same manner and to the same ex- 
tent as the privately owned utilities. 
Likewise, the government-owned utili- 
ties pay local taxes (known as rates). 

Let us analyze the status of publicly 
owned utilities in Great Britain: About 
three-fourths of gas utility operations 
in Great Britain are privately owned 
and one-fourth municipally owned. 
With respect to electric utilities, ap- 
proximately 40 per cent of the enter- 
prises and production capacity are pri- 
vately owned and 60 per cent are pub- 
licly owned. The reason why municipal 
ownership of public utilities predomi- 
nates in Great Britain, despite an ap- 
parent equality of taxation, is histori- 
cal. 

In the earlier years of both the gas 
and electric utility industries, English 
franchise law required private com- 
panies to give the municipality absolute 
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right to take over their enterprise at 
the end of twenty-one years (later 
changed to forty-two years). There are 
also restrictions as to assigning or 
transferring their franchises to other 
hands before the expiration of this 
term of “recapture.” Authorities seem 
to agree that this legislative policy has 
a restrictive effect on private invest- 
ment in British utility enterprises. This 
is factually demonstrated when it is 
considered that nearly all the principal 
cities are served by municipal plants 
while private enterprise was left to the 
“open field,” so to speak, represented 
by small towns, rural and suburban 
areas. 

London, in particular, became a 
crazy-quilt patchwork of multiple 
undertakings. This situation resulted 
in the famous British grid system, 
which was organized to integrate and 
interconnect local utilities in a manner 
previously prohibited by law. 


B E that as it may, the British income 
tax subjects government-owned 
utilities to taxation to the same extent 
as their privately owned competitors, 
with certain minor exceptions. This 
tax liability has generally been upheld 
in the British courts, as evidenced by 
the following excerpt from the 1920 
Royal Commission report on income 
tax (page 117): 


The fundamental question whether a cor- 
poration municipal ought to pay income tax 
at all was not pursued by the witnesses, 
representatives of sundry districts, towns, 
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cities, etc., possibly because they recognized 
that, although the burden of the income tax 
paid by a corporation ultimately falls upon 
the members of the local community, the 
ratepayers are in many cases liable to income 
tax, and any burden of taxation removed 
from them as ratepayers must necessarily be 
thrown upon them, though not necessarily 
in the same proportions, in their capacity as 
taxpayers. It may also have been in their 
minds that it would not be expedient to claim 
exemption from income tax for public bodies 
which are actually or potentially competitors 
of private persons or companies carrying on 
similar trading undertakings. 


An interesting analysis of this par- 
ticular phase of public utility tax- 
ation was made by Sir Josiah Stamp in 
his lectures, published under the title 
Principles of Taxation (page 36) : 


Where the profits of municipal trading 
are charged to any income tax there may be 
useful payment to public revenue un- 
consciously borne by the community which 
it is unwise to disturb. In the abstract, how- 
ever, the actual effect is that if the tax were 
not charged the profits would be larger and 
therefore, where applied to the relief of the 
rates, the rates would be lower. In this way 
every ratepayer is paying the income tax at 
a flat rate. But some ratepayers should be 
exempt and others should pay at a high rate, 
whereas if the incomes are roughly propor- 
tionated to the rental values of their dwell- 
ings the charge is at a uniform rate and has 
no regard to the finer tests of the ability to 
pay. The taxation of such profits therefore 
appears to be unscientific in its ultimate basis 
from the individual income point of view, 
whatever may be said. from other stand- 


points. 

Summing up for Great Britain, 
therefore, the customers of all public 
utilities contribute to the expense of 
the national government through the 
reflection of the income tax in their 
rates for services purchased. To give 
the reader some idea of the dollars- 


“Axsout three-fourths of gas utility operations in Great Brit- 
ain are privately owned and one-fourth municipally owned. 
With respect to electric utilities, approximately 40 per cent of 
the enterprises and production capacity are privately owned 
and 60 per cent are publicly owned.” 
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and-cents result of this policy for a 
relatively normal prewar fiscal year, 
the following tabulation has been ab- 
stracted from returns made to the Of- 
fice of the Electricity Commissioners 
(central regulatory body) : 


FOR THE FISCAL YEAR 1933-1934 
(Amounts in Thousands of Pounds Sterling) 
Publicly Privately 
Owned Owned 
Item Utilities Utilities 
Revenue from working.. 42,800 25,350 
Working expenses (ex- 
cluding capital charges) 24,011 12,705 
Surplus 18,789 12,645 
Other revenue: 
Interest and dividends 
on investments 
Income of an excep- 
tional nature ....... 


574 
2,182 


945 

672 

“14,262 
2,509 


1,253* 
4,634* 


Gross surplus 21,545 
Appropriation: 
Interest charges 16,613 
Debt redemption ..... 340 
Preference dividends .. 
Ordinary dividends ... 


24,953 8,396 
1,333 178 


1,636 





PONG OME o.éccicesece 
Net transfers to reserve 
and renewal funds .. 
Net transfers to de- 
preciation and reserve 
eae 
Special expenditures 
(including amounts 
applied to capital out- 


5,003 


i s2beacavhewsoes 2,446 
Net profits taken in re- 
lief of general local 
government rates 
CURED oncccseesice 
Net increase in balances 
of net revenue ...... 
Transfers to appropria- 
tion accounts common 
to combined undertak- 
ings (e.g., electricity 
and gas undertakings) 


31,545 


616 
561 357 


328 


14,262 


eee eee wenee 





*Interest charges and dividends, in the 
case of privately owned utilities, are stated 
on a gross basis; #.e., are inclusive of the in- 
come tax applicable which is withheld and 
paid to the government. 


N° let us move to prewar France. 
Orren Chalmer Hormel, in his 
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work, Control of Public Utilities 
Abroad, indicates that all government- 
owned property is exempt from prop- 
erty tax in France. But it must be re- 
called that private ownership and 
operation of electric and gas utilities 
were almost the universal rule in prewar 
France. The telephone and telegraph 
system—like the British telephone and 
telegraph system—was exempt from 
taxation as operating units of the Post 
Office department. 

Likewise, in prewar Italy there were 
no gas or electric systems of conse- 
quence that were owned by the govern- 
ment. This situation, as in France, pre- 
vents any intelligent comparison of 
tax policy from the standpoint of 
equality between public and private 
utility operations. 

Let us turn now to the Scandinavian 
peninsula. In Norway, public owner- 
ship of public utilities is extensive and 
growing, particularly in the field of 
electricity. The government’s policy is 
to have the state eventually take over 
all generating and transmitting enter- 
prise. It is not surprising that, with 
such an objective, no serious attempt 
has been made to tax publicly owned 
utilities which are otherwise given ad- 
vantages not offered to private bodies 
in the field of electric development. 

In Sweden, where public ownership 
of public utilities is also quite extensive, 
we have a rather confused picture. It 
shapes up something like this: There 
are three classes of utility ownership— 
exclusive of codperatives—(1) the 
state, (2) private enterprise, and (3) 
municipal plants. State and private en- 
terprises are subject to municipal taxes 
while municipal plants are exempt 
therefrom. On the other hand, munici- 
pal and private utilities are subject to 
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Public Ownership in Norway 


ie Norway, public ownership of public utilities is extensive and 

growing, particularly in the field of electricity. The government's 

policy is to have the state eventually take over all generating and trans- 

mitting enterprise. It is not surprising that, with such an objective, no 

serious attempt has been made to tax publicly owned utilities which are 

otherwise given advantages not offered to private bodies in the field of 
electric development.” 





state taxes while state plants are exempt 
therefrom. In plainer words, private 
enterprise catches both barrels of the 
taxation gun while the state and 
municipal plants are single targets for 
each other’s levies. But this is as to real 
property and operating taxes. As far 
as state income taxes are concerned, 
Swedish utilities either owned by the 
state or the municipalities are exempt. 
Also, one-half of the Swedish railway 
system—which is state owned—is ex- 
empt from both state and local taxes, 
while the other half—privately owned 
—catches both taxes. 


i Switzerland public ownership of 
utilities is so extensive that no com- 
parison can be made as a practical mat- 
ter with the small fraction of privately 
owned utilities. Such as they are, how- 
ever, the privately owned utilities pay 
taxes while publicly owned plants are 
not taxed. There is one exception to 
this, the exportation of electricity, 
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which is taxed on a horse-power basis 
(6 Swiss francs), regardless of the 
character of the exporting agency. 

In prewar Germany more than half 
of the public utilities were owned by 
municipalities or the state. More than 
a quarter of them were operated by 
“mixed utility corporations” in which 
both the government and private in- 
vestors owned securities. Only about 
13 per cent of prewar German utilities 
were wholly privately owned. Source 
material indicates that, regardless of its 
relatively minor position in the prewar 
German economy, private enterprise 
had to carry the tax load and public 
enterprise did not, except to a minor 
extent. In any event, no attempt seems 
to have been made towards equalizing 
taxation between publicly owned and 
privately owned utilities. 

On the contrary, the burden of taxa- 
tion of the private enterprise system 
seems to have resulted in Germany (as 
in other countries where such inequality 
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was practiced for a longer period) in 
driving private investment out of busi- 
ness. Just before the outbreak of 
World War II, the Nazi régime had 
succeeded in nationalizing virtually all 
of the utilities for practical purposes— 
through a medium of centralized con- 
trol but without any formal change of 
ownership. This control obtained, not 
only with respect to the relatively few 
privately owned utilities, but also the 
municipal and mixed corporation man- 
agements. In fact, conservative Ger- 
mans used to explain cynically of the 
Nazi régime that it was an “improve- 
ment on Socialism,” because instead of 
confiscating private business it simply 
confiscated all profits from private busi- 
ness, but left the owners to pay taxes 
and general upkeep. 


_— now to South America, 
we find that the Peron government 
of Argentina evidently has no intention 
of continuing the tax liability of pub- 
lic utility properties formerly owned 
and operated by private companies 
(largely American investment) and 
since expropriated by the government. 
On the contrary, one of the arguments 
used in developing public sentiment for 
such expropriation was the fact that it 
could be accomplished by reduced rates 
and increased wages for employees. 
Obviously, one of the offsetting factors 
to make this possible would be a remis- 
sion of tax liability. And that is how it 
was done. 

In Chile there is very little govern- 
ment ownership of gas and electric 
utilities. The private operators all pay 
taxes. Railroads are operated by the 
government and they pay no taxes. 

One other South American country 
has an interesting provision, even 


though it does not have an extensive 
government ownership of public utili- 
ties. That country is Colombia. It does 
not attempt to tax such publicly owned 
utilities as exist on the same basis as 
privately owned utilities. But a fran- 
chise obtained by a privately owned 
utility in 1940 included a provision to 
the effect that, where a privately owned 
utility serves in a territory also served 
by a publicly owned utility, the rates of 
the former are not to be affected by 
comparison with the rates of the latter 
without due consideration of taxes paid 
by the former. 

In Australia, electric and gas com- 
panies are for the most part state owned 
and tax exempt. In New Zealand, all 
publicly owned utilities are subject to 
income taxes but not property taxes. 

In Canada there is no tax of publicly 
owned utilities either by the Dominion 
or by the various provinces. However, 
there is increasing criticism of this 
situation as evidenced by the following 
joint resolution adopted by the Ontario 
Municipal Association in 1940: 


Every business, whether publicly or pri- 
vately owned, should stand on its own feet. 
When we exempt the property of our hydro- 
electric, waterworks, and municipal railway 
and bus systems, we are in fact subsidizing 
them from the pockets of other property 
owners who are forced thereby to pay more 
than is fair. Property taxation is a proper 
charge against the income of these utilities 
and city councils should not suffer loss of 
revenue in order that utility commissions can 
operate at low rates. 


Proponents of taxation for publicly 
owned utilities in Canada point out that 
such taxation, at the same rates as for 
private utilities, would not result in 
only a mere allocation of tax, but 
would, in fact, insure the equal con- 
tribution by both types of enterprises 
to the rising costs of the Federal 
Dominion government. 
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Part Il. How the Nebraska public power system acquired 
a market 


Construction of public power plants was only the first 

phase in setting up the Nebraska public power state 

system. The acquisition of codrdinated market was 
the next phase. 


By JUDSON KING* 


WENTIETH Century engineering, 
T financing, and management 
techniques make possible many 
undertakings, both public and private, 
impossible under Nineteenth Century 
methods. Miultiple-purpose, large- 
scale production is here to stay. So, 
like it or not, team up or perish. The 
directors of the three Nebraska irri- 
gation and hydro districts we are con- 
sidering found this to be true when in 
1933 by established custom they sepa- 
rately and in good faith started out to 
improve the lot of their respective 
communities. 
Despite the difficulties presented by 
the independent pioneer spirit of Ne- 





*Director, National Popular Government 
League, Takoma Park, Washington 12, D. C. 
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braska, the leaders embraced the op- 
portunity to execute a comprehensive, 
unified operation and assumed respon- 
sibility for marketing 500,000,000 
kilowatt hours of prime power in a 
fairly well-occupied field. That took 
courage. Theirs was a public, non- 
profit undertaking financed by a Fed- 
eral agency, directed by law to con- 
serve the public interest in the expendi- 
ture of public money. 

The easy way was to sell to the utili- 
ties as the Reclamation Bureau as a 
rule prior to 1934 has done with a few 
exceptions. But that would contravene 
the new national policy and besides be 
resented in the state. Many municipali- 
ties and farm codperatives were look- 
ing forward to cheaper power from 
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this source. Or, they could compete 
with the utilities which meant duplica- 
tion of facilities and years of un- 
healthy legal and political battling, 
with the users of energy ultimately 
footing the bill for both sides. Third- 
ly, they could purchase the companies 
and have a unified, economical system 
and peace. 

But would the utilities sell? If so, 
where were the millions coming from 
to buy? Not from the state. Not from 
Public Works Administration as the 
state’s quota had been alloted and then 
some. 

Nebraska leaders were worried 
and also Dr. Clark Foreman of PWA 
who had done his best to help them. 


AN this juncture J. D. Ross, con- 
sulting engineer for PWA, sug- 
gested a solution. Three years before 
Seattle City Light, of which he was 
superintendent, was refused PWA 
money to build the powerhouse for the 
city’s Diablo dam. They then engaged 
Guy C. Myers, a fiscal agent of New 
York who had sold $6,000,000 revenue 
bonds, and the plant was completed. 
The city had then engaged him to re- 
finance $20,000,000 of municipal 
bonds and attempt purchase of the 
Puget Sound Power & Light Company 
with which the city was in competition. 
From the beginning of the conflict 
over the Kingsley dam plan Ross had 
foreseen the difficulty of marketing the 
power and had discussed it with 
Myers. He recommended Myers as to 
integrity and ability and the upshot 
was that, in June, 1937, the three dis- 
trict boards in joint conference at Lin- 
coln contracted with Myers to attempt 
purchase of the Nebraska power com- 
panies. 
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Condition of Myers’ Employment 


gana there has been a good deal of 

controversy over the ‘Myers 
deals” the terms of his employment 
are germane here as he became an im- 
portant factor in the situation. He 
stipulated that valuation must be su- 
pervised by an expert chosen by the dis- 
tricts and approved by PWA. They 
chose Ross. Since he had been ap- 
pointed a member of Securities and 
Exchange Commission, President 
Roosevelt’s permission was necessary. 
It was given. For the spade work Ross 
borrowed R. W. Beck, his assistant 
engineer at Seattle City Light, and K. 
Sewell Wingfield from PWA. 

Next, Myers took the job on a con- 
tingent basis, paying all expenses of 
himself and staff, plus legal, fiscal, 
and accounting advisory services. If 
he failed he would get nothing. If he 
succeeded his pay was to be 2.5 per 
cent of the purchase price of any prop- 
erty up to $4,000,000; 1.5 per cent 
from there up to $14,000,000; and 1 
per cent beyond that.’ It is to be noted 
that a 5 per cent commission was the 
standard fee in the private utility field. 
He made no pretense of being a pub- 
lic ownership advocate. This was an- 
other professional job for him, as for 
an engineer or an attorney. 

Later he told the Federal Power 
Commission that the venture was “a 
gamble at a tremendous risk.”* The 
answer to why a weather-wise Wall 
Street operator took such a chance 
reveals the beginning of a noteworthy 





1 Report, Investigating Committee, Nebraska 
Legislative Council, September 27, 1944, pages 


2 See Federal Power Commission hearings, 
matter of purchase of Iowa-Nebraska Light & 
Power Company, page 351 et seq. 
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change in the banking world toward 
public utility financing. Myers testified 
he had made an extensive investiga- 
tion and found revenue bonds sounder 
than general obligation bonds. He had 
convinced some bankers of the mean- 
ing of this fact; that public power was 
here to stay; and that they should 
change their attitude and get some of 
this new business. But the Nebraska 
job set a precedent. Revenue bonds 
were to be bought not from compact 
municipalities but from large districts 
comprising many urban and rural 
units. 


E agreed with Ross that public 

bodies should buy out existing 
private utilities instead of competing 
with them. Also in the “Ross formula” 
that a fair price should be paid based 
on earnings, not on physical value, and 
by negotiation instead of by condem- 
nation. Both men held this to be sound 
economy rather than waste money 
and time in endless litigation, propa- 
ganda, and politics. 

In 1937, then, Ross and staff started 
the survey of utility properties and 
Myers began contacting power execu- 
tives and investment men. It was no 
job for a weakling. There was plenty 
of opposition from operating execu- 
tives. Holding company heads in Chi- 
cago and the East, although adverse, 
were more amiable. Like the districts 


and PWA, they also were worrying 
Under the Holding Company Act they 
had to dispose of Nebraska sub- 
sidiaries and they were concerned over 
their market. 

It was a tense situation all around. 
In September Wingfield was recalled 
to PWA and succeeded Major Well- 
wood as chief project engineer for the 
state with Douglas G. Wright, now 
head of the Southwestern Power Ad- 
ministration, as his assistant. They 
were to act in an advisory capacity 
with the district directors and engi- 
neers. It was fortunate that Wingfield 
had had banking and business, as well 
as engineering, experience and was a 
good public relations man. 

Many months of intensive work fol- 
lowed during which fiscal valuations 
and negotiations for purchase of the 
companies went forward. The hydros 
were under obligation to the govern- 
ment. The question was ever present 
whether PWA, which could not ex- 
tend loans for purchase of the utilities, 
would approve purchase by the hydros 
through revenue bonds to be paid spe- 
cifically from the revenues of the 
properties to be acquired. The outlook 
appeared promising and bonds to buy 
a principal company were even printed 
and signed. But the legal and financial 
divisions of PWA delayed decision so 
long that during the Christmas holi- 
days of 1938 negotiations collapsed. 


e 


So, like it or not, team up or perish. The directors of the 


sett re large-scale production is here to stay. 


three Nebraska irrigation and hydro districts we are con- 
sidering found this to be true when in 1933 by established cus- 
tom they separately and in good faith started out to improve 
the lot of their respective communities.” 
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“Consumers” Is Organized 


— directors of the Loup then 
made a bold move. Logical expan- 
sion of their enterprise was blocked. 
They determined to “go on their own” 
and under state law organized the 
Consumers Public Power District as 
a statewide, nonprofit distributing 
agency with themselves as directors— 
a holding company, if you please. It 
was approved by State Engineer A. 
C. Tilley August 5, 1939. It would 
purchase by issuing revenue bonds 
secured by sale of power at retail 
bought wholesale from the hydros. 
The government would be under no 
obligation. 

A month before the creation of 
Consumers, control of PWA had 
passed from Secretary Ickes to the 
newly created Federal Works Agency 
with John M. Carmody as its first ad- 
ministrator, after his resignation as 
head of the Rural Electrification Ad- 
ministration. 

Following this, as of May 1, 1940, 
FWA refunded all hydro bonds by a 
plan worked out by Wingfield. The old 
interest rate was straight 4 per cent. 
The new rate started at one-fourth of 
1 per cent and gradually increased to 5 
per cent, an average of 4 per cent for 
the 60-year life term of the obligation. 
The hydros had been delayed and 
harassed by injunctions and other- 
wise, as already described, and con- 
struction was still in progress. This 
gave them a breathing spell to get on 
their feet. Also the refunding agree- 
ment contained the long-sought per- 
mission to issue revenue bonds as 
originally requested. Further, the 
hydros at this time pooled their output 
and finances and set up the Nebraska 
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public power system as a unified op- 
eration. The board of managers were 
and still are the managers of the re- 
spective districts: George E. Johnson, 
of Central, chairman; Harold Kra- 
mer, of Loup, vice chairman; Gerald 
Gentleman, of Platte Valley, secre- 
tary. All were experienced men, lead- 
ers in the enterprise from the begin- 
ning. 


Fourteen Companies Are Purchased 


S be operating and financial status 
of the hydros thus strengthened 
and, with Consumers organized and 
going strong, the companies realized 
the time had come to divest. After 
three years of preparatory work by 
valuation engineers R. W. Beck, James 
I. Metcalf, and associates, and by fiscal 
agent Myers, acquisition began and 
on October 13, 1943, the last of the 
out-state companies passed to Con- 
sumers. 

First came the Northwestern Pub- 
lic Service Company at Columbus 
(Middle West system) bought July 5, 
1940, at a cost of $1,153,785; on No- 
vember Ist the North Platte division 
of Northwestern at $1,550,000; on 
December 27th the Interstate Power 
Company (Utilities Power & Light 
system) at $2,600,995; on April 4, 
1941, the Iowa-Nebraska Light & 
Power Company (United Light & 
Power system) at $19,447,733; on 
January 2, 1942, the Western Public 
Service Company (Stone & Webster 
system) at $6,972,345—total $31,- 
724,858. The remaining 9 companies, 
mostly independents, were acquired on 
various dates during this period for a 
total of $9,025,698.68, making a 
grand total of $40,750,556.68. 
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Marketing of Power 


“i the difficulties presented by the independent pioneer spirit 

of Nebraska, the leaders embraced the opportunity to execute a 

comprehensive, unified operation and assumed responsibility for market- 

ing 500,000,000 kilowatt hours of prime power in a fairly well-occupied 

field. That took courage. Theirs was a public, nonprofit undertaking 

financed by a Federal agency, directed by law to conserve the public in- 
terest in the expenditure of public money.” 





With these acquisitions Consumers 
found itself serving 95,478 customers 
in 384 cities, villages, and surrounding 
rural areas in 74 counties. The oper- 
ating personnel of the companies was 
retained. The old employees in both 
management and labor were kept on 
their jobs. For example, V. M. John- 
son, former manager of the Central 
Power Company at Grand Island, Ne- 
braska, is now general manager of 
Consumers. 


Attracts National Attention 


a the Kingsley dam proposal 
was announced in 1935 these Ne- 
braska happenings had attracted at- 
tention all out of proportion to their 
seeming national importance. Leading 
magazines and newspapers carried il- 
lustrated descriptive articles, usually 
of a critical character. Economic 


feasibility was emphasized and doubts 
raised that they would pay out. For 
that there was some excuse. Both en- 
gineering and economic difficulties had 
long been known and in Nebraska it- 
self leading newspapers were labeling 
the whole concept as a fantastic pipe 
dream and dubbed the three projects 
“dead horses.” To The Saturday 

vening Post they were “Problem 
Children.” 

The development got its airing in 
Congress and the press. On October 2, 
1940, in the midst of the presidential 
campaign, Senator Styles Bridges of 
New Hampshire denounced the proj- 
ects as “rat holes” into which $60,- 
000,000 of government money had 
been poured, noting that the projects 
had been rejected by the Army En- 
gineers, and asked Senator Norris to 
explain “why there are 11 counties 
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in west-central Nebraska that have 
the name of the ‘Norris Desert,’ made 
by the New Deal at the instance of the 
distinguished Senator from Ne- 
braska.”” This was a shot at Kingsley 
dam. In a caustic reply on the sixth, 
Norris showed that the Platte always 
went dry in summer and the dam had 
nothing to do with it. Bridges made 
no rejoinder.® 


Purchase of Nebraska Power 
Company 


W: now come to the 7-year battle 
over the Nebraska Power Com- 
pany. Its president was J. E. David- 
son, an able, nationally known utility 
executive. It was a subsidiary of the 
American Power & Light Company, 
New York, H. R. Aller, president, 
which in turn was controlled by Elec- 
tric Bond and Share Company. 

It was of key importance to the hy- 
dros to acquire this company. As early 
as 1938 Messrs. Ross and Myers had 
proposed negotiations to Aller offering 
around $40,000,000. Aller declined. 
Knowledge of the offer startled the 
dominant business and political leaders 
of Omaha who were averse to public 
ownership. But if it must come they 
wanted to take over, and when, on May 
5, 1942, Consumers District again 
publicly offered Aller $40,000,000 for 
these properties the Omaha leaders 
went into action. 


American Ordered to Dissolve 


Sen the whole situation 
changed and dickering became 
complicated. The Securities and Ex- 
change Commission on August 22, 
1942, ordered the American Power & 





3 See Congressional Record, Vol. 86, No. 12, 
pages 13,042 and 13,256 et seq. 
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Light Company to dissolve. Under- 
standing that Nebraska Power would 
soon be on the market, Mayor Butler 
and city authorities promoted passage 
by the state legislature of an enabling 
act—LB-204—creating the people’s 
power commission of Omaha with 
authority to purchase. It was approved 
May 26, 1943. A commission was at 
once appointed which authorized one 
of its members, George Ashby, execu- 
tive vice president of the Union Pacific 
Railroad (now president ), to negotiate 
with Aller, He did so but was informed 
that the properties were not for sale. 

The state legislature had passed the 
enabling act to permit Omaha to buy 
out the company under the impression 
that all parties concerned were in agree- 
ment. Every member from Omaha and 
the area affected had urged passage. 
Disturbed at the outcome the legisla- 
ture’s investigating committee, above 
noted, probed into the affair. Its re- 
port on September 27, 1944, found 
from the evidence that the company had 
quietly instituted and financed all but a 
minor part of the obstructive activities 
in progress.‘ 

One important result of the com- 
pany’s unexpected change of attitude 
was that many leading businessmen, 
hitherto in doubt, came out for acquisi- 
tion. Among them was the owner of 
the World Herald, the state’s largest 
newspaper, which from then on gave 
full publicity and editorial support to 
purchase by the city. 


A “Key” Is Found 


| y the spring of 1944, then, the 
people’s power commission had 
found itself bound and helpless. How 
the Gordian knot was cut was told a 





4 Report above cited, pages 34-65. 
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congressional committee two years 
later by Theodore H. Maenner, promi- 
nent real estate dealer and active mem- 
ber of the committee.’ Knowing Guy 
C. Myers’ relations with Consumers he 
was consulted as to whether he could 
help out. Myers thought he could and, 
as Maenner testified, “produced the key 
to the situation,” adding that Myers 
“was gambling. He would get nothing 
unless he produced.” 

The key was this: let three members 
of the committee, as individuals, or- 
ganize under state law a nonprofit cor- 
poration—the Omaha Electric Com- 
mittee, Inc. Let this committee buy the 
common stock of Nebraska Power 
which would give control. Let it oper- 
ate the properties until the legislature 
could pass a new law creating an 
Omaha Public Power District; then 
the committee could transfer the com- 
pany to the district and dissolve. Mr. 
Aller, head of American Power & 
Light, would probably be more inclined 
to dicker since he had lost his injunc- 
tion suit against the SEC order of dis- 
solution on March 17, 1944, in the U. 
S. Circuit Court of Appeals at Boston. 
(This decision was upheld by the U. S. 
Supreme Court, November 25, 1946.) 

But how could this committee, with- 





5See subcommittee hearings on Holding 
Company Act, House Interstate and Foreign 
Commerce Committee, February 8, 1946, part 
2, pages 778-82. Also Mr. Aller’s testimony, 
pages 594-600. Subcommittee known as the 
“Boren Committee” from its chairman. 
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out assets, raise $15,000,000 to get the 
common stock? Myers thought that 
might be arranged. The Loup Public 
Power District was a friend at court. 
Let it borrow the $15,000,000 from a 
syndicate headed by John Nuveen & 
Company of Chicago and B. J. Van In- 
gen & Company of New York, on its 
note secured by collateral bonds, and 
lend the cash to the committee. That 
cash migh look good to the New York 
financiers. 

Whereupon the committee engaged 
Myers as its agent. The plan was exe- 
cuted as per schedule and, on December 
26, 1944, Mr. Maenner found himself 
both chairman of the Omaha Electric 
Committee, Inc., and president of the 
Nebraska Power Company. Inciden- 
tally, he and his fellow members being 
cautious businessmen in a unique posi- 
tion of public trust made no change in 
the rates but at the end of the first year’s 
operation had a profit of $2,000,000 
which, as Maenner observed, was suffi- 
cient to cover Guy Myers’ commission 
of $530,000 and then some. 


The Boren Investigation 


XN this critical juncture, another ac- 
tor appeared upon the already 
over-crowded stage. Congressman 
Lyle H. Boren of Oklahoma, in July, 
1945, publicly charged that Wall Street 
manipulators had found a loophole in 
the Holding Company Act by which 
they were attempting to reap millions 


“THE answer to why a weather-wise Wall Street operator 
took sucha chance reveals the beginning of a noteworthy 
change in the banking world toward public utility financing. 


Myers testified he had made an extensive investigation and 
found revenue bonds sounder than general obligation bonds.” 
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in fees for themselves by turning the 
$18,000,000,000 electrical industry 
into a fake tax-free public ownership 
monopoly by the organization of non- 
profit corporations to take over. This 
would deprive the Federal Treasury of 
billions in taxes and threaten national 
stability. He dubbed it “Swindle In- 
corporated” which promised “a bonan- 
za that dwarfs the swag of Teapot 
Dome.” * 

Guy C, Myers and Howard L. Aller 
were named as “chief instigators” and 
the Seattle and Omaha deals were cited 
as evidence. A House committee was 
appointed to investigate. Aller, Myers, 
and many others were summoned to ap- 
pear. Hearings began in July, 1945, and 
were continued over nine months. It 
was to this committee that reference 
has been made in the foregoing text. 
Though disturbing, this episode did not 
stop Omaha proceedings. 

The committee queried Myers at 
great length about his fees. As to the 
amount, he testified that his total re- 
ceipts from the states of Nebraska and 
Washington to that time (February 8, 





6See Washington (D. C.) Evening Star, 
July 7, 1945, and testimony of Paul Grady, 
Boren Committee hearings, part 1, page 273 
et seq. 


1946) were $1,457,000 and added: 
“Against this I have paid in expenses 
$778,700 which leaves $678,300 for 
fourteen years’ work. That is an aver- 
age of $48,378 before taxes. All of this 
ona contingency basis.” ” 

The transaction was finally com- 
pleted on December 2, 1946, in the 
meeting at the Guaranty Trust Com- 
pany noted at the beginning of these 
articles. The Associated Press dis- 
patch in the Omaha World Herald of 
the third reports : “J. Luther Cleveland, 
president of Guaranty Trust, handed a 
check for $42,000,000 to J. M. Hard- 
ing, chairman of the Omaha Power 
District board. Mr. Harding in turn 
handed it to T. H. Maenner, president 
of the Omaha Electric Committee . . . 
Mr. Maenner handed a check for $13,- 
503,511 to Edd Kelly, chairman of the 
Loup River Public Power District with 
headquarters at Columbus, Nebraska.” 
Loup was paid, the transfer committee 
was paid, the board was in possession, 
and Omaha had a public plant with J. 
E. Davidson, long president of the Ne- 
braska Power Company, retained as its 
general manager. 





7 Boren hearings above cited, part 2, page 
2 





eoN° country is going to amount to a whoop if it brings 
up its offshoots under the teaching of some guy who 
thinks it is Utopia in Sweden or the Ukraine, etc., and that 
everything is wrong with our USA system. It doesn’t take much 
poison or vaccine to get a youngster off to the wrong start. You 
let his teacher harp on the idea that the people should own the 
mines, and the water power, and the forests, because the rains 
fall free upon all the land and trees and that nature put the coal 
in the earth, and have him say nothing about the work and effort 
and cost of bringing these things to the people, and you are 
preparing the ground for Socialism.” 

—Excerrt from Industrial News Review. 
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Aftermath and Side Lights to 
Invention of the Telephone 


Also Ran 


HORTLY after the invention of 
Sy the telephone, Moses G. Farm- 

er, who was superintendent of 
Boston’s electric fire alarm system 
and a friend of Alexander Gra- 
ham Bell, wailed to Bell’s assist- 
ant, Thomas A. Watson, in 1876; 
“That thing has flaunted itself in my 
face a dozen times during the last ten 
years and every time I was too blind 
to see it.” 


Watson Got That Signal 


HOMAS A. WATSON, who as- 

sisted Bell in all his experiments, 
functioned for a time as the sole 
manufacturer of telephones, and then 
as a sort of construction superintend- 
ent and research man. Among other 
things, he perfected a polarized bell 
that could be rung by turning a mag- 
neto crank. In essence, Watson’s 
polarized ringer, devised in 1878, con- 
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tinues in nearly world-wide use today. 


Round-trip Circuits 


O NE of the first long-distance serv- 
ices was that opened from Bos- 
ton to Providence in 1880. It had four 
one-wire circuits exactly like tele- 
graph circuits. When inductive dis- 
turbances from a near-by telegraph 
line made it nearly impossible to talk 
over those lines, John J. Carty, later 
chief engineer of the American Tele- 
phone and Telegraph Company, looped 
two of the circuits together at Bos- 
ton, and instructed the girl operator 
at Providence to do the same. When 
the young lady expressed astonish- 
ment at the resulting improvement in 
talk, Carty explained it was because 
they were now using a metallic cir- 
cuit instead of a grounded circuit. 
The girl said, “I wish I had one of 
those things at this end of the line, 
too.” 
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Long Distance 

7 1909, Carty was pushing the long- 

distance lines west to Denver, which 
city was connected to New York in 
1911. But Carty had his eye on the 
Pacific coast, which he reached with 
the first transcontinental telephone 
circuit in 1915. And he was dreaming 
publicly and vocally of improvement 
of the vacuum tube repeater to make 
possible conversation across the At- 
lantic. A 1909 skeptic said to him, 
“But who wants to talk across the 
Atlantic?” Carty answered, “I do.” 


Burglar Alarms 


ee Hotes, of the Holmes 
burglar alarm service, set up a 
demonstration switchboard in Boston 
in the summer of 1877. He connected 
two banks to it. Then, as a surprise, he 
placed a telephone in a third bank after 
business hours. Next morning, the 
president of the bank called, asked 
what that was, and when told it was a 
telephone with which he could call two 
other banks, said: “Mr. Holmes, you 
take that plaything out of my bank 
and don’t ever take such liberties 
again.” This was the first telephone 
disconnection—and it came when a 
leading banker wouldn’t accept the 
service as a gift! 


Reservation Bottleneck 

Fee S. Hrpsarp, official of many 

telephone companies in his time, 
tells in his reminiscences, Hello— 
Goodbye, of a curious experiment 
that was carried on in Chicago in 
1892. A special switchboard was set 
up called a “busy” board, and the idea 
was that you were told, if you called 
a busy line, “Number such and such 
is busy; we will call you when the line 


is clear.” Hibbard says the “busy 
board” was one of the best-intended 
things that ever got into telephone 
service, but “hell is paved with good 
intentions.” The effect of the board 
was that when No. 1 called No. 2, and 
the line was busy, then One’s line had 
to be held until Two cleared. A ticket 
was made out to that effect. But then 
No. 3 might call for No. 1, and would 
have to be held. And No. 4 might call 
for No. 3, and so on—with tickets pil- 
ing up until the frantic chief operator 
of the “busy board” would have to is- 
sue the instruction, “Junk all the tick- 
ets and let them start over again!” 


Enter the Slot Machine 


CARCELY five years after Alexander 

Graham Bell took out his first 
patent, other men were beginning to 
wrestle with the difficulties of produc- 
ing a coin telephone for public use. 
Most of the earliest attempts to provide 
public pay stations made the telephone 
or some part of it inaccessible to use 
until unlocked by deposit of a coin. 
For example, the coin unlocked the 
crank with which the user signaled the 
operator, or it unlocked a sliding door 
in front of the mouthpiece, or the en- 
tire telephone was enclosed in a box. 
One inventor reversed the usual order : 
The telephone was located in a booth 
having a door which locked behind the 
user when he stepped inside. After he 
had made his call, he could escape only 
by depositing a coin in the door lock! 


Early Returns 
A FUNDAMENTAL defect in most 
early coin telephones was that, if 
a call could not be completed, there 
were no mechancial means of giving 
the customer back his money. One at- 
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Courtesy, The Washington Daily News 


“I DON’T NEED A SECRETARY. WHEN I WANT TO WRITE A LETTER TO 
A MAN I CALL HIM AND DICTATE IT TO HIS SECRETARY!” 


tempt to remedy this difficulty reliedon the operator could, by electrical means, 
nothing more or less than a piece of cause it to fall into the cash box. 
string. The coin, when first deposited, Otherwise she asked the customer to 
reached an intermediate stage in the pull the string, whereupon the coin 
mechanism. If the call was completed was supposed to fall out. 
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Moore versus SWPA 


— Moore, Republican, Okla- 
homa, has taken up the suggestion of 
the nine private power companies in the 
southwestern states that they can do 
everything the Southwestern Power Ad- 
ministration is supposed to do about dis- 
tributing cheap power and do it without 
any cost to the U. S. government. The 
Oklahoma Senator evidently is intrigued 
by this unusual combination of local 
benefits as well as government economy. 

The private power companies’ offer is 
not exactly new. It was twice made di- 
rectly to Douglas Wright, administrator 
of the SWPA, and twice rejected. The 
first time Mr. Wright hinted that the 
private companies were more interested 
in publicity to influence the House Ap- 
propriations Committee (to cut down 
SWPA appropriations) than in working 
out a sound plan for the distribution of 
cheap federally generated power in the 
Southwest. Later on last year Mr. 
Wright again rejected the companies’ 
offer as being inconsistent with the in- 
tent and purposes of Federal statutes, 
notably the Flood Control Act of 1944. 

But Senator Moore evidently is not one 
to insist on Federal expenditures if he 
thinks them unnecessary, and his forth- 
right letter to the House Appropriations 
subcommittee on Interior indicates little 
patience with the viewpoint that Federal 
expenditures, once authorized by Con- 
gress, must necessarily be followed 
through, whether economically justified 
or otherwise. In his communication to 
the House subcommittee, the Senator 
reviewed in a broad way SWPA affairs 
since the passage of the Flood Control 
Act of 1944, of which § 5 authorized the 
Secretary of Interior to sell and distrib- 


Washington and the 
Utilities 


ute incidental hydro power from Federal 
projects and to build interconnecting 
transmission lines to that end. 


to SWPA received for the fiscal 
year ending June 30, 1947, author- 
ity to spend $7,500,000 for line con- 
struction; $100,000 for administration 
expenses ; and $1,352,415 to purchase the 
Ark-La Electric Codperative’s line from 
Markham Ferry, Oklahoma, to Lake 
Catherine, Arkansas. As of January 1, 
1947, the Interior Department had dis- 
persed only $156,602 of this amount. And 
through February, 1947, SWPA had an 
unexpended balance credit of $6,615,338. 
The purchase of the Ark-La line for the 
amount noted above was not consum- 
mated because it did not cover the Ark- 
La Codperative’s obligation to the Fed- 
eral government for the construction of 
this line. 

Senator Moore submitted to Chairman 
Jones of the House Appropriations sub- 
committee the following firm offer made 
to the SWPA by nine privately owned 
utilities. The principal features of the 
offer were: (1) to buy all hydro power 
developed at existing Federal dams at 
rates fixed by the FPC; (2) to build and 
construct lines for the purchase of all 
such power and integrating it into the 
distribution systems of the offering com- 
panies so as to assure widespread use 
and preference to public bodies as pro- 
vided by § 5 of the Flood Control Act of 
1944; (3) to take over any contract for 
construction and assume any incidental 
liability of the SWPA for transmission 
lines now under construction ; (4) to as- 
sume contract obligations entered into 
prior to February 16, 1947, by SWPA; 
and (5) three of the companies would 
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buy the now unused Ark-La line for $3,- 
600,000 or for any greater amount neces- 
sary to enable the codperative to pay off 
its obligation to the Federal government. 


* 
Useless Waste Condemned 


oe Moore, in requesting author- 
ity to appear as a witness before the 
House subcommittee, said it would be 
apparent to the committee from the fore- 
going “that appropriating additional 
monies from the Federal Treasury for 
the administration or the construction of 
power facilities by Southwestern Power 
Administration is indeed a useless and 
unnecessary waste of public funds and 
would result in duplication of existing 
facilities ; impair the value of the securi- 
ties of these privately owned public 
utilities ; discourage private enterprise ; 
curtail the income of thousands of indi- 
vidual investors ; reduce the tax revenue 
of the states and other local subdivisions 
of government, which will eventually re- 
sult in government ownership, destruc- 
tion of states’ rights, and nationalization 
of industry, contrary to the American 
philosophy of competitive private enter- 
prise. 

“It should be emphasized that these 
dams and the dams under construction 
or those being considered were all pro- 
jected as flood-contro] dams and for no 
other purpose. The power generated is a 
mere incident to the operation of these 
dams for flood-control purposes. The 
continuation of appropriations for 
Southwestern Power Administration will 
encourage the development and operation 
of these dams as power projects in com- 
petition with the established private 
power industry of this area, and will 
seriously minimize their effectiveness for 
flood-control purposes, as already dem- 
onstrated in the case of the Pensacola 
dam during the flood season of 1943, 
when the reservoir had been filled for 
the purpose of generating power, leaving 
no reserve capacity in the reservoir for 
flood waters, resulting in flood damages 
below the dam totaling many times the 
original cost of the Pensacola project. 
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€¢ EARNESTLY urge upon your com- 

I mittee that the requested appro- 
priations for Southwestern Power Ad- 
ministration be denied to the end that this 
useless and unnecessary agency may be 
terminated, and the balance of the unex- 
pended $7,500,000 appropriation for the 
fiscal year may be covered back into the 
Treasury as now provided by law. Such 
course would be in the interest of sound 
economy, because the Southwestern 
Power Administration has entered upon 
an announced program for the construc- 
tion of steam generating plants and the 
sale and distribution of hydroelectric 
power and energy in this area at a total 
estimated cost based on 1945 prices, ex- 
ceeding $202,000,000. The 1947 appro- 
priation of $7,500,000 was the first step 
in this program. The requested appro- 
priation for the fiscal year 1948 of 
approximately $4,000,000 is the second 
step. If the present Congress is not in 
harmony with substituting government 
ownership for private enterprise, then it 
is important that the program be termi- 
nated now when only about $800,000 has 
actually been spent, because the growth 
of this program through the expenditure 
of continued appropriations will soon 
mature it to a point where it cannot be 
integrated into our private enterprise 
system. It is an economic axiom that as 
government ownership expands, the field 
for private enterprise is diminished. The 
private industry directly affected in this 
area is now financially able, ready, and 
willing to codperate in withdrawing the 
government from this venture without 
loss, cost, or expense to the public Treas- 
ury. A few years hence their ability to 
cooperate will have been destroyed by the 
competition of government-owned fa- 
cilities.” 

Senator Moore said that, if the House 
committee should finally recommend the 
exclusion of the SWPA appropriation 
from the Appropriation Act for fiscal 
1948, and such recommendation is adopt- 
ed by the Congress, he (Senator Moore) 
would immediately introduce appropriate 
legislation to authorize and direct the 
Secretary to negotiate contracts with the 
privately owned utilities in accordance 
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with the offers submitted. Signatories 
to the private company offers were offi- 
cials of the following: Public Service 
Company of Oklahoma; Oklahoma Gas 
& Electric Company; Oklahoma Power 
& Water Company ; Southwestern Gas & 
Electric Company; Arkansas Power & 
Light Company; Arkansas - Missouri 
Power Corporation ; Kansas Gas & Elec- 
tric Company ; the Empire District Elec- 
tric Company; and Missouri Utilities 
Company. 


* 
The Rizley Bill 


| iy another House committee, Federal 
government relations with an im- 
portant utility industry were brought 
very sharply into focus through the in- 
troduction of the so-called Rizley Bill, 
HR 2185. Sponsor of the bill, Repre- 
sentative Ross Rizley (Republican, Ok- 
lahoma), appeared on March 3rd before 
the House Committee on Interstate and 
Foreign Commerce to explain his meas- 
ure, which would restrict if not curtail 
jurisdiction which may now be exercised 
by the Federal Power Commission over 
certain phases of the natural gas indus- 
try. The Oklahoma Representative sum- 
marized the principal points of his bill as 
follows : 


1, Prevent the FPC from controlling di- 
rectly or indirectly the use which is made 
of natural gas. 

2. Prevent the FPC from taking jurisdic- 
tion, directly or indirectly, over direct indus- 
trial sales. 

3. Prevent the FPC from taking jurisdic- 
tion over production and gathering activities, 
directly or indirectly. 

4. Prevent the FPC from taking jurisdic- 
tion, directly or indirectly, over the activities 
of local distributing companies. 

5. Eliminate compulsory original cost de- 
preciated method and substitute field price 
method, in determining operating costs, for 
rate-making purposes. 

6. Compel FPC to allocate costs properly 
between jurisdictional and nonjurisdictional 
classes of properties, revenues, and expenses, 
in determining the rate base. 

7. Compel FPC to expedite action on appli- 
cations for certificates. 


E explained to the committee that 
his purpose was to aid small farm- 
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ers and ranchers who have been 
hampered in their efforts to obtain 
reasonable profit from the development 
and production of oil and gas on their 
lands. 

He said he was not personally in- 
terested, directly or indirectly, in any 
oil- or gas-producing companies or pipe- 
line companies, or any allied enterprise. 
Referring to the lag in developing natural 
gas in the large Guymon-Hugoton field 
—largest proved sweet gas field in the 
world—Representative Rizley made the 
following statement: 


... I should like to say that in my opinion 
one of the reasons for this inactivity and 
perhaps the major reason is the confusion, 
uncertainty, and conflict, and the unrest and 
alarm in the oil and gas industry brought 
about by confused interpretations, compli- 
cated applications of the Federal Power 
Commission to existing law, and by various 
decisions handed down by divided courts, 
which by judicial interpretation and con- 
struction extend the power and jurisdiction 
of the Federal Power Commission far be- 
yond what the industry believes was ever 
intended by the Congress. . . . Suffice it to 
say, that the debates and discussion con- 
tained in the Congressional Record fully re- 
flect what the Congress had in mind and what 
the Congress intended when the act was 
passed. I need hardly remind the members 
of this committee that congressional intent, 
however clear it may appear, these latter 
years seems to mean very little to the courts, 
bureaus, and commissions in construing and 
applying the rules, regulations, and proce- 
dures in the manner in which they were in- 
tended. 

Under the Natural Gas Act divided court 
and commission decisions in construing the 
act very aptly illustrate the apparent refusal 
or inability to understand or approve what 
was intended by the act. Hence these amend- 
ments offered by this bill, we think, are 
necessary and imperative, to offset the 
usurpation indulged in by the commission. 


Representative Rizley was joined by 
two other members of the House in 
sponsoring similar legislation, Repre- 
sentative Carson, Republican, Ohio (HR 
2235), and Representative Davis, Demo- 
crat, Tennessee (HR 2292). Over on 
the Senate side the companion Moore- 
Ferguson measure (S 734) probably will 
await outcome of the House committee 
proceedings, because of the usual custom 
which decrees that amendments to or- 
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ganic statutes should originate in the 
same chamber of Congress which orig- 
inated the original legislation. 

Hearings on the Rizley Bill before the 
House committee were set for April 14th. 


> 
New Regulatory Standards? 


THER types of utilities and regula- 

tory circles generally were interest- 
ed in the possibilities of some of the 
broader provisions of the Rizley amend- 
ments on the policies of the FPC. It 
would be the first time, for example, that 
Congress, by express legislative direc- 
tion, had overturned an extension of 
FPC jurisdiction which had been ap- 
proved by Supreme Court decisions. 
Rizley pointed out that the FPC “has 
asserted jurisdiction over the production 
and gathering of gas in spite of the fact 
that the Natural Gas Act excludes that 
jurisdiction.” 

Latest decision upholding FPC rate- 
making activity in this field is the inter- 
state case from the first U. S. Circuit 
Court of Appeals now on certiorari in 
the U. S. Supreme Court. Rizley’s 
amendments would eliminate any fur- 
ther question about this and render the 
court proceedings moot. 

The controversial “end use” theory of 
FPC jurisdiction also is encompassed by 
another Rizley amendment. The Okla- 
homa Congressman pointed out that 
under one school of thought FPC juris- 
diction over natural gas starts at the very 
head of the well and continues down to 
the burner tip on the consumer’s 
premises. Under this doctrine the FPC 
might undertake to decide whether pro- 
duction or consumption for one purpose 
should be preferred to another. His 
amendment would terminate the FPC’s 
jurisdiction definitely (1) at the place 
where gas enters the trunk transmission 
line of the interstate pipe line, and (2) at 
the outlet of the trunk transmission lines ; 
that is, the point of delivery to the dis- 
tributor. 

Following this pattern still further, the 
Rizley Bill specifically provides that the 
commission shall not prohibit or restrict 
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the transportation or sale of gas “for any 
purpose for which such gas may lawfully 
be used.” 

This also would ban FPC jurisdiction 
over direct industrial sales. 


ERHAPS the most pronounced opposi- 

tion from the FPC and other regula- 
tory authorities may be encountered in 
that section of the Rizley Bill which 
undertakes to outlaw the original cost 
valuation doctrine—as it applies to the 
operating expense for gas purchased by 
pipe-line companies. True, this repudia- 
tion of the FPC philosophy of original 
cost depreciated would apply only to that 
phase of natural gas operations which 
might be distinguished on the basis of a 
war commodity price. Yet the precedent 
of a Federal statute on this delicate regu- 
latory point might well have repercus- 
sions elsewhere. Representative Rizley 
stated in his testimony before the 
committee : 


. The amendment requires the Federal 
Power Commission to allow as operating 
costs, actual prices paid for gas purchased 
from nonaffiliates and if the gas is bought 
from an affiliate or subsidiary, then the pre- 
vailing current price; if there is no current 
price, then the fair and reasonable value 
determined by the ordinary processes. Also, 
a reasonable cost is allowed for gathering 
of gas to the inlets of the interstate trans- 
mission line. It excludes a calculated value 
for such gas based on the producer’s invest- 
— thus eliminating original cost depreci- 
ated. 


Four advance reports prepared by the 
FPC on the natural gas investigation 
were submitted to industry, state, and 
other circles for recommendation. Three 
of these were hardly controversial: a re- 
view of state conservation laws on gas, 
a description of technical industrial prac- 
tices, and a résumé of estimates as to 
natural gas reserves. The report on § 
1(b) of the Natural Gas Act, however, 
represents only a minor FPC retreat 
from its position as to rate-fixing affect- 
ing production and gathering. The gist 
of it is that the FPC staff would like to 
decide what constitutes state movement 
for jurisdictional purposes, and thinks no 
change in the law is needed. 
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Telephone Strike Threat 
Nears Deadline Date 


HE fat is in the fire for the National 

Federation of Telephone Workers. 
A real showdown on how far the union 
will go toward calling a nation-wide 
telephone strike sometime after 6 AM 
on April 7th now seems inevitable. A 
week ago, on March 20th, the national 
union’s over-all bargaining committee 
took over the still cloudy strike threat 
situation. From here on in this commit- 
tee will be calling the shots. There’s still 
time for everybody to disarm, sit down, 
and talk it over; with Congress looking 
ominous again it might not be a bad idea 
for all concerned. 

There are plenty of ways out left. Be- 
ginning right at home, this bargaining 
committee could find that the rank and 
file of its membership preferred to 
repudiate its strike stand. Then a tem- 
porary extension of 1946 contracts could 
be worked out, while a national wage 
pattern crystallizes during the spring. 
Some quarters suspect that the slightest 
indication on the part of the Bell system 
toward “reasonable compromise” would 
bring NFTW President Joseph Beirne 
and his committee arunning to a confer- 
ence. And nearly all the union leaders 
constantly talk about that last-minute set- 
tlement last April which staved off a tele- 
phone strike just twenty-five minutes be- 
fore quitting time. They talk about it as 
if it might happen again. 

Then, too, few labor leaders who care 
a hang about their futures are anxious 
to replace John L. Lewis as No. 1 dis- 
turber of the public peace. It just would 
not seem right somehow to see the papers 
filled with pictures of pretty pickets with 
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And Gossip 


earphones on their heads instead of 
grimy gents with lamps on their hats. 
Not that they would not be easier pic- 
tures to look at, But since John L. Lewis 
and his men were spanked by the Su- 
preme Court, no one is in any hurry to 
pick up John’s gauntlet and fly in the 
face of double-barreled trouble from 
court and Congress. 


¥ 


Beirne Fouls off Hill Pitches 


QO’ course, Congress probably feels 

none too kindly toward Beirne and 
the NFTW, after his sessions with the 
Labor committees of both houses. On 
each occasion Beirne risked committee 
wrath by coming out for stronger indus- 
try-wide bargaining, only minor changes 
in the Wagner Labor Relations Act, and 
no ban on the closed shop. Senators Ball 
(Republican, Minnesota) and Taft (Re- 
publican, Ohio) needled him for insist- 
ing that those workers who voted against 
a strike must join the majority in strik- 
ing. Representatives Owens (Repub- 
lican, Illinois) and Gwynne (Republican, 
Iowa) criticized Beirne’s tolerant atti- 
tude toward mass picketing and violence. 
Representative Schwabe (Republican, 
Missouri) warned him that the union 
shop would some day lead to compulsory 
arbitration. 

Incidentally, Representative Owens 
hinted at a new way of handling nation- 
wide strikes that would seriously affect 
public welfare. He suggested that Con- 
gress could vote the congressional Labor 
committees the power to declare a certain 
industry essential to the public’s well- 
being. The committees could then inter- 
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EXCHANGE CALLS AND GOSSIP 


vene and insist on arbitration under their 
direction. Beirne called this the same 
argument under a new name, and added 
that it would bring grief to congressional 
shoulders. In this little exchange Beirne 
came off pretty well, but Representative 
Gwynne summed up the committee’s 
thought when he referred to the proposed 
country-wide telephone strike as “chaos.” 
Gwynne, who is author of the original 
portal pay bill and cosponsor of the 
present one, also pointed out that no ma- 
jority’s rights were protected by the 
Constitution, only individuals’. In gen- 
eral, Capito] Hill opinion was that Beirne 
in his talks with both bill-writing Labor 
committees made out worse than some 
labor witnesses, better than others. 


A these lines are written, nobody 
knows when or if Bell system 
companies will come out with com- 
promise proposals. The most promising 
proposition yet offered is continuation of 
present contracts for a year, with a re- 
opening option in six months. The sys- 
tem has more than NFTW to deal with, 
for many small unions are coordinating 
their strike action, although, of course, 
these outfits are free to pull out of the 
combination at any time. The biggest of 
these independents is the United Tele- 
phone Organizations, made up of some 
25,000 telephone operators in New York 
city. The number of nonaffiliates going 
along with NFTW members is far 
greater than those who pulled out of the 
big union, according to national NFTW 
headquarters. 

Still, there is a recognizable tendency 
among NFTW locals to be cautious be- 
fore surrendering their autonomy to the 
national committee. Some rather siz- 
able locals and divisions have pulled out 
of the group. One Western Electric 
union never was reconciled after a con- 
vention walkout last November, and at 
the end of February the Maryland Tele- 
phone Traffic Union, an operators’ unit, 
decided to cut loose from NFTW and 
sign a 4-month truce with the Chesapeake 
& Potomac Telephone Company of Balti- 
more City. A large union of plant em- 
ployees in Pennsylvania also quit 
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NFTW. Other member unions have 
instructed their delegates to press for 
changes in the new national constitution, 
giving individual locals a little more say 
in such critical actions as strikes and con- 
tract demands and also giving them the 
right to leave the national body if they 
choose. Out on the West coast, two 
member unions of commercial and traf- 
fic workers are reported flirting with the 
Red-tinted American Communications 
Association. There is a chance that 
NFTW might make its switchover to the 
more efficient framework of the Com- 
munications Workers of America, its 
successor, before strike time. 

It will be interesting to watch the op- 
eration of the two toughest antistrike 
state laws, those of Virginia and New 
Jersey, against the nation-wide strike 
threat. The New Jersey law has already 
led a big independent, the Telephone 
Workers Union of New Jersey, to seek 
arbitration as required by law. The 
NFTW branches are going along filing 
strike notices for the present, but without 
legal assurance of their right to follow 
through. The Virginia law has actually 
prevented one NFTW unit from keeping 
to the national schedule, and it is doubt- 
ful whether the deliberately slow strike 
machinery permitted in the state can 
possibly be invoked until much later than 
April 7th. 


¥ 


FCC—States in Slam-bang Battle 


a telephone order of the day 
around metropolitan Washington, 
D. C., and near-by Maryland and Vir- 
ginia seems to be “charge and counter- 
charge.” The big fuss rages over recent 
orders of the Maryland and Virginia 
state commissions setting new and higher 
rate schedules for exchange services 
from the two border states to and 
through the nation’s capital. The Fed- 
eral Communications Commission had 
issued an order suspending these sched- 
ules and directing a hearing in Washing- 
ton on March 25th. To this order the 
companies politely replied that they were 
so sorry, but FCC had no jurisdiction 
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over these schedules, and that they would 
go into effect as announced. The com- 
panies added that the Virginia Corpora- 
tion Commission had approved the sched- 
ules on January 21, 1947, and the Mary- 
land commission had followed suit, effec- 
tive February 11, 1947. Accordingly, the 
companies have been “applying these 
rates as they became effective and must 
continue to do so.” 

Came the countercharge. FCC replied 
by issuing show-cause orders to ascertain 
why injunctions, penalties, forfeits, and 
criminal procedures applicable under 
both the Criminal Code and the Com- 
munications Act should not be invoked 
for the companies’ alleged violations. The 
orders said that the companies had indi- 
cated the new schedules were to go into 
effect on March 13th, instead of sooner, 
and that besides, the schedules had not 
been filed with FCC. Officials of the 
three Bell companies concerned were di- 
rected to attend the stormy March 25th 
meeting, where the show-cause items 
were to get top priority. It is another 
round in the 13-year battle over a clause 
of the Communications Act which spe- 
cifically exempts metropolitan areas 
from the jurisdiction of the FCC. The 
courts floored FCC in an earlier round 
on a similar try at Kansas City, Missouri. 

Incidentally, FCC membership will be 
full strength again with the confirmation 
of Commodore E, M. Webster, retired 
Coast Guard officer and former FCC en- 
gineer, to fill the vacancy left by Paul 
Porter. 


* 


Rate Probers Explore AT&T 


tS services of the American Tele- 
phone and Telegraph Company to 
its member companies are playing a large 
part in current rate increase justifications 
before state commissions. Twenty-four 
state commissions have received re- 
quests for higher rates from Bell com- 
panies, and, in almost every case, the 
corporate structure of AT&T has been 
cited as an argument against the in- 
creases. In self-defense, the parent com- 
pany is putting on extensive presenta- 


tions in commission hearing rooms, 
showing just what a local Bell company 
gets from AT&T in return for a 14 per 
cent “license contract charge” on its gross 
revenues. The most important case in 
point recently was in New Jersey, where 
AT&T asserted that the value of its serv- 
ices exceeded the amount levied against 
the New Jersey company. Among the 
services rendered were research, engi- 
neering, operating, personnel, and in- 
formation, plus a write-off of nearly 
$300,000 in taxes. 

This frankness in revealing AT&T 
parental relationships is something new. 
Time was when the same information 
was withheld from state commissions, 
even at the cost of losing rate increase 
requests. A recent Michigan state com- 
mission ruling in the long-drawn-out 
Michigan Bell Case disallowed nearly 
half of AT&T’s “license contract 
charge” to that company for 1945. The 
commission disallowed certain charges 
made for development and research, and 
the cost of holding funds available. The 
new decision, which is the second in this 
particular case, also criticized AT&T’s 
method of capitalizing the Michigan 
company on a straight common stock 
basis. In slashing Michigan Bell’s rates 
by $3,500,000, the commission cut the 
company’s return on investment from an 
alleged 6.8 per cent to 5.5 per cent. 


v 
Western Union Earnings 


n the FortTNIGHTLY issue of February 
13th, this column contained an inad- 
vertent misinterpretation of a news re- 
lease on Western Union’s December 
earnings. It indicated that about one-third 
of some $500,000 net income for the 
month was available for company divi- 
dends, What the release revealed, how- 
ever, was that one-third of such net 
earnings had been realized from divi- 
dends returned to the company from its 
own nonoperating investments. Western 
Union is not in a position to pay divi- 
dends right now, and does not intend to 
use any of the badly needed half-million 
dollars for such a purpose. 
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Financial News 


and 
Comment 


By OWEN ELY 


Improving the Prospectus 


| the last few weeks there has been 
a good deal of discussion in Securities 
and Exchange Commission quarters 
about improving and shortening pro- 
spectuses, eliminating unnecessary data 
from the registration statement, using a 
summary or advertisement form of pro- 
spectus, etc. The commission has indi- 
cated that more liberal use of red-herring 
prospectuses might be permitted for edu- 
cational purposes prior to the bidding 
date, even though this preliminary pro- 
spectus might be subject to change. Indi- 
vidual commissioners have also conferred 
with a number of Wall Street organiza- 
tions and regulatory bodies with respect 
to changes in the Securities Act of 1933. 
All these moves are highly construc- 
tive. The writer does not know whether 
the financial community has taken full 
advantage of the cooperative attitude dis- 
played by the SEC, now largely recon- 
stituted in membership. However, thus 
far it is difficult to envisage any great 
change in the recent method of writing 
prospectuses. Possibly a few words of 
comment may not be amiss since SEC 
policies may not yet have crystallized. 
Recent prospectuses on common stocks 
have not stated the earnings figures per 
share and have not even stated the bal- 
ance available for common stock. The 
prospectuses on Northern Indiana Pub- 
lic Service Company, Mountain States 
Power Company, and Oklahoma Gas & 
Electric Company merely carried the 
earnings summary down to net income, 
and did not state the amount of the pres- 
ent annual dividend requirement on the 
preferred stock (which was given in foot- 
notes), The red-herring prospectus on 
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Gulf States Utilities Company goes fur- 
ther, making special tax adjustments for 
1943-45 and stating the amounts of pre- 
ferred and common dividends declared 
back to 1938. What objection could there 
be to reporting these dividend payments 
in all prospectuses—in the preliminary 
earnings table near the front of the docu- 
ment ? Some of the figures are obtainable 
under earned surplus in the detailed fi- 
nancial statements, but these statements 
usually cover only three or four years 
and, unless the investor knows his way 
around in the prospectus, he won’t find 
them. 


Been might also be greater con- 
sistency in the number of years cov- 
ered in the preliminary statement. In the 
case of Northern Indiana the report goes 
back to 1942, for Mountain States to 
1940, and for Oklahoma Gas & Electric 
and Gulf States back to 1938. A 10-year 
comparison would be desirable. 

A minor criticism is the arrangement 
of the yearly columns in the earnings 
summary. The standard practice among 
financial publications such as Moody’s 
and Standard & Poor’s is to start with 
the latest year at the left (nearest the 
description). The earnings summaries in 
prospectuses usually reverse this, with 
the figures for the latest period appear- 
ing at the right-hand side of the sheet— 
furthest from the description. The Gulf 
States Utilities prospectus (red herring) 
does, however, use the standard method. 

It is perhaps too much to hope that the 
prospectus can ever give all the figures in 
which the investor is vitally interested. 
These are the yardsticks used in compar- 
ing the issue with other securities of 
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similar type, in order to judge whether 
the offering is attractively priced. In the 
case of bonds the usual yardsticks are 
(1) number of times bond interest is 
earned, and (2) number of times fixed 
charges are earned. For preferred 
stocks the reader of the prospectus would 
like to see the over-all coverage of pre- 
ferred dividend requirements (the num- 
ber of times gross income covers the total 
amount of fixed charges and preferred 
dividends). For common stocks the in- 
vestor wants share earnings and divi- 
dends over a period of years, on a pro 
forma basis throughout if possible. 

Preparation of pro forma figures over 
a period of years is of course somewhat 
of an accounting chore, but it isn’t an 
insuperable problem. Usually, it merely 
involves stating fixed charges and pre- 
ferred dividends on a current basis, so 
that the benefit of refunding savings is 
extended to previous years. This in turn 
makes necessary an adjustment in Fed- 
eral taxes. While it is rarely done, it 
would be simple enough to apply the 
present 38 per cent income tax through- 
out the whole 10-year period. There are 
of course other pro forma problems 
which we need not discuss here. 


HERE are also the problems relating 

to special amortization, which are 
rarely discussed in the preliminary part 
of the prospectus. In the case of Okla- 
homa Gas & Electric there was some 
doubt as to whether the amortization of 
plant acquisition adjustments (equal to 
36 cents a share) and the amortization 
charge in connection with preferred 
stock financing (71 cents per share) 
should be taken into account in apprais- 
ing the earnings in relation to dividends. 
Investors might well expect some guid- 
ance from the SEC on this important 
matter of accounting policy. 

Progress has been made in one im- 
portant direction. Most common stock 
prospectuses now carry a clear statement 
regarding the anticipated dividend rate. 
Dividend information is of vital im- 
portance, and the yield (based on the 
indicated dividends and the initial offer- 
ing price) is the easiest applied and most 


popular yardstick for comparison with 
other issues. It is important that any 
dividend restrictions should at least be 
summarized in the section on dividends, 
and not buried in the long and compli- 
cated description of securities in the back 
of the prospectus. Such a summary was 
given in the case of Northern Indiana 
Public Service. However, the descrip- 
tion was not entirely clear in that it did 
not state whether a proposed refunding 
of the preferred stock would permit 
elimination of the restriction. 

The preliminary sections might well 
include a brief paragraph analyzing the 
plant account and indicating whether it 
has been written down to original cost, 
or whether accounting problems still re- 
main with respect to write-offs and pos- 
sible amortization. This information is 
usually buried in balance sheet footnotes 
at the back of the prospectus. 


¥ 


Long-term Investment Problems 


RECENT address by Donald B. 
Woodward, vice president of the 
Mutual Life Insurance Company, is of 
special interest in connection with the re- 
cent decision of the New York Public 
Service Commission that the maturity 
of the $100,000,000 bond issue of Con- 
solidated Edison Company of New York 
should be reduced from one hundred 
years to thirty-five years. Mr. Wood- 
ward points out that security analysis is 
usually limited to relatively short-term 
factors and considerations — the recent 
earning power and balance sheet position, 
the present sales prospects and market 
outlook, the current value of the prop- 
erty, and the indicated ability of the pres- 
ent management. But little effort is made 
to analyze the long-term future of the 
business or to visualize what conditions 
may exist, both for the industry as a 
whole and the particular business, at the 
expiration of a long-term mortgage issue. 
Since it is difficult to visualize the 
trend of events over even a 50-year pe- 
riod, the folly of issuing a bond due in 
2361 (West Shore Railroad first 4s) 
seems rather apparent. Reviewing the 
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changes of the past fifty years, Mr. 
Woodward points out the importance of 
trying to gauge the possible developments 
which lie fifty years ahead. He states: 


This society has to hammer out a revised 
and perhaps a new concept of the nature 
and function of money. It must develop a 
new concept of the role and function of 
government and about international relations. 
It must find a concept to cover the organiza- 
tion of a society consisting largely of an 
essentially landless proletariat living in cities. 

he emphasis on full employment—with the 
British government formally committed, and 
the American government morally com- 
mitted, to the realization of perpetual full 
employment—shows the necessity for a new 
examination of that phenomenon called the 
business cycle. And the tremendous competi- 
tion now clearly in prospect between forms 
of energy, among the various fabrics, be- 
tween all forms of materials both natural 
and synthetic, between the many forms of 
transportation, among the many forms of 
amusement and entertainment—to mention 
only a few—gives a hint, if only an inade- 
quate one, of the tremendous significance of 
fast-moving technology, likely to be fed, ac- 
cording to the president of Harvard Univer- 
sity, by “a flowering of scientific work in 
this country the like of which the world has 
never seen before.” The hard, continuing, 
changing job of understanding and coping 
with these developments, of changing with 
them and adjusting to them is the problem 
alike of institutional management and of 
that servant of institutional management, 
investment management. 


* 


Analyses of Utility Securities 


pee & Co. has prepared an analysis 
of Cities Service Company. The 
firm estimates that in the past fifteen 
years the company has spent over $426,- 
000,000 for new construction and ac- 
quisitions, while at the same time the 
capitalization (funded debt, notes, and 
preferred stocks held by the public) has 
been reduced by over $217,000,000. Fol- 
lowing the sale of utility properties for 
an estimated $85,000,000 and the ex- 
change of preferred stocks with arrears 
for new 3 per cent bonds, interest charges 
will be cut almost in half and preferred 
stock eliminated. There will be a sinking 
fund of $1,500,000 per annum on the new 
bonds. Pro forma earnings on common 
stock have been estimated at $6.64 for 
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1947, $7.01 for 1948, and $7.48 for 1949. 

After sale of the utility properties, 
Cities Service will retain major im- 
portance as an oil and gas company—the 
company is said to have the largest re- 
serve position of any company, about a 
forty years’ supply. Proved oil and nat- 
ural gas reserves have been valued at 
$393,000,000, or about $80 net per share 
on a pro forma basis. The $6 preferred 
stock is given an appraisal value of $183- 
$1944 (based on estimated values for the 
new bonds of 93-99), and the $6 pref- 
erence BB would be worth $180-$1914. 


ERRILL LYNCH, PIERCE, FENNER & 
BEANE has issued new bulletins on 
American & Foreign Power Company 
and Electric Bond and Share Company. 
The firm points out that Latin American 
purchasing power has been built up 
rapidly during the war, while the expan- 
sion of utility facilities has been held 
back by shortages of material and equip- 
ment, which are now easing. Foreign 
Power receives subsidiary earnings by 
countries in the order named: Brazil, 
Chile, Cuba, Argentina, Panama, Mex- 
ico, Colombia, Guatemala. The company 
has indicated that it is willing to sell any 
of its properties at “fair prices” to the 
governments concerned. Such sales 
might well permit revision of the in- 
tegration plan, which has been before the 
SEC for some time. Based on this plan 
and capitalizing earnings at 10 times, in- 
dicated values (according to Merrill 
Lynch) would be as follows: $7 pre- 
ferred, $120; $6 preferred, $117; second 
preferred, $20; common, 80 cents. 


HE study on Electric Bond and 
Share includes interesting charts 
showing for the period 1941-46 the 
growth in value of the company’s assets 
and the equity per common share based 
on the market or ledger value of invest- 
ments. This value rose from around $5 in 
1941 to nearly $45 in July, 1946, from 
which figure there has been a sharp de- 
cline. 
Kalb, Voorhis & Co. has prepared an 
analysis on American Water Works & 
Electric Company. The firm estimates 
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that Water Works may well com- 
plete the necessary steps to comply 
with the Holding Company Act within a 
year and that the stock should be worth 
at least 23 after consummation of the 
plan, compared with the recent price 
around 18. The new company set up to 
take over the waterworks properties 
would have pro forma estimated earnings 
of 90 cents-$1. With a 70 per cent pay 
out in dividends the value of the stock is 
estimated (in this study) at 12. Proceeds 
of the sale would yield the parent com- 
pany some $27,500,000, and $9,000,000 
would also be obtained from the sale of 
3 per cent collateral notes, making a total 
of $36,500,000. These funds would be 
used to retire the parent preferred stock 
at 110 ($22,000,000), make a capital 
contribution to electric properties of at 
least $7,000,000, and retire the $10,- 
000,000 bank loans. 

American Water Works (parent com- 
pany) would eventually merge with the 
subholding company for the electric sys- 
tem. Pro forma earnings for the latter 
company are estimated at $2.35, and at 
10 times earnings its stock would be 
worth 23. However, earnings could be 
adjusted to include potential savings 
from refunding preferred stocks, raising 
the figure to $2.67. On this basis Amer- 
ican Water Works would have a potential 
“liquidating” value of $26.70; and if 
earnings could be capitalized at 12 times 
this would increase to $33.08. 


K*: VooruIs visualizes the follow- 
ing program: (1) A court order 
may be expected within a short time to en- 
force the plan; (2) competitive bidding 
for the new Water Works stock should 
follow shortly if market conditions war- 
rant; (3) the SEC may then call for a 
recap plan for West Penn Electric Com- 
pany. The new capital structure might 
include some debt or bank loans, some 
convertible preferred stock, and common 
stock of the same number of shares as 
American Water Works (for con- 
venient exchange). The new company 
would, however, have a simplified struc- 
ture as compared with the heavy leverage 
present capitalization, and preferred 


dividend requirements would be sharply 
reduced. 

H. Hentz & Co. has prepared a 
memorandum on a list of “attractive 
utility common stocks” which includes 
American Gas & Electric Company, Em- 
pire District Electric Company, Illinois 
Power Company, Pennsylvania Power & 
Light Company, Public Service Com- 
pany of Colorado, and Puget Sound 
Power & Light Company. 

Harold Young of Eastman, Dillon & 
Co. has prepared an 8-page analysis on 
United Light & Railways Company com- 
mon stock. In commenting on the pres- 
ent market position of the issue, Mr. 
Young points out that estimates of future 
earning power recently presented to the 
SEC indicate a minimum figure in the 
next few years of $3.18 a share despite 
lost earnings because of retirement of 
senior obligations through sale of prop- 
erties. Recent price levels would amount 
to only about 8 times consolidated earn- 
ings and this price-earnings ratio should 
improve “as various steps unfold in the 
integration process.” A higher dividend 
may also be expected as the system is 
streamlined. 

The study comments on the subhold- 
ing company, American Light & Trac- 
tion Company, with reference to (1) the 
proposed pipe-line project (advantage- 
ous in that it would be combined with re- 
newed use of local gas fields for under- 
ground storage), and (2) the problem 
of retiring the noncallable preferred 
stock, now under SEC consideration. 


a 
Receives Committee Approval 


HE Senate Banking and Currency 

Committee unanimously approved 
the nomination of Harry A. McDonald 
as a Republican member of the SEC. 

A partner in the Detroit investment 
firm of McDonald, Moore & Co., Mr. 
McDonald will fill the unexpired term 
of the late Judge Robert Healy. Mr. Mc- 
Donald will serve out the 5-year term 
begun in June, 1946. The new commis- 
sioner-elect is the first SEC member with 
a background of banking experience, 
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Attracts Big 


N agricultural development clinic, the 
first of its kind, held in Fairmont, 
West Virginia, in January, was attended 
by 134 representatives of 57 power com- 
panies. The gathering of electric utility 
men from 33 states, at this meeting 
sponsored by the agricultural develop- 
ment committee of the farm section, Edi- 
son Electric Institute, suggests a wide- 
spread interest in the industry in this 
phase of farm electrification. 

The 2-day program was opened by E. 
C. Easter, of Alabama Power Company, 
and chairman of the EEI farm section. 
He said that agricultural development 
plans are a necessary part of the activities 
of power companies which serve rural 
areas. To aid in improving the economic 
status of farm customers helps a com- 
pany to protect its large investment in 
rural lines, he observed, as well as being a 
contribution to the promotion of friendly 
relations. 

Mr. Easter recommended that each 
area should have its own program, based 
upon its particular resources and needs. 
The success of a program, he declared, 
depends upon a highly qualified person- 
nel, a policy of working through the 
established agricultural agencies, and 
keeping these farm development efforts 
separate from the company’s commercial 
interest. 

The audience was told by Roy W. 
Godley, rural service manager of EEI, 
that “in most rural areas today, the 
power company serving that section has 
more money invested in the area than any 
other single agency,” and that the return 
to the company must come from the use 
of the service it sells to the farm people 
served. “They can and will buy our 
service,’ he added, “in proportion to 
their economic level, or general prosper- 
ity.” 
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What Others Think 


First Farm Development Clinic 


Attendance 





T was pointed out by Mr. Godley that 

the electric company can effectively 
supplement the work of all agencies 
which work with farm people. He men- 
tioned the provision of services of spe- 
cialists for aid in specific programs ; engi- 
neering guidance in community planning 
problems; and the use of the power 
company’s advertising media to present 
facts which will contribute to agricultural 
development. A power company’s de- 
tached relationship from state and Fed- 
eral groups, he remarked, enables it to 
enlist the support of business and profes- 
sional leaders for such development 
programs in ways that the established 
governmental agricultural agencies can- 
not do. And, in calling attention to the 
careful study and analysis which are re- 
quired before a program is launched, he 
counseled that it is preferable to co- 
Operate with agricultural agencies. 

Those in attendance at this clinic were 
told by utility company executives and 
others of actual programs already un- 
der way for agricultural development. 
A. C, Spurr, president of Monongahela 
Power Company, reviewed the ten years’ 
experience of that company, which pio- 
neered in this field in 1936. He men- 
tioned such projects as dairy herd im- 
provement, soil conservation, the better- 
ment of growing and marketing prac- 
tices, and other activities. He said: 


The whole territorial development de- 
partment is kept entirely free of commercial 
obligations. We want these people to be free 
to work for the best interests of the farmer, 
and that they cannot do if they are trying to 
sell appliances or increase power sales. We 
figure that these things will come naturally. 

Ours is not in any sense a public relations 
program, but it is productive of good public 
relations, and therefore good publicity re- 
sults from the fact that we share problems 
and responsibilities with those we are 
privileged to work with and serve. 
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S to the benefits to the power com- 
A pany of such activities, a revealing 
statement was made by C. H. Leatham, 
vice president of Monongahela Power. 
He remarked : 


As a by-product of the territorial develop- 
ment department, the ordinary problems of 
operation have been greatly reduced, and, in 
most cases, completely eliminated. 

Since the organization of the department, 
we have not had a rate complaint to the pub- 
lic service commission; we have not had an 
adverse editorial of any kind in any news- 
paper; our regular employee relations are 
excellent; we have abandoned our public re- 
lations department, as such, completely; we 
have secured 50-year franchises, which are 
the limit under West Virginia law, in mu- 
nicipalities just as the old ones expire by 
the simple process of applying for them. We 
have found that farmers, as well as city peo- 
ple, are our friends and like to do business 
with us. 

Finally there comes the satisfaction of 
knowing that working in the interest of our 
people is a constructive thing. We always 
did know that electricity is a cheap and re- 
liable servant; but when you add to it the 
possibility of being a means of codrdination 
of all agencies working in the interest of our 
customers, you add value to its service that 
folks recognize. I am convinced that the 
reduction in cost of doing business has been 
greater than the cost of the territorial de- 
velopment department. 


Arkansas Power & Light Company, it 
was noted by Ross Mauny, of that com- 
pany, works through various channels to 
improve farming and living standards in 
its area. 

Among the many projects being car- 
ried on, he referred especially to the farm 
marketing programs, soil conservation 
clinics, and a farming contest, known as 
“Plan to Prosper.” 

A paper, prepared by Ralph Gale, vice 
president of Idaho Power Company, told 
of the progress made in promoting farm 
chemurgy in its service territory. By 
enlisting the interest of farmers in 
the program of the National Farm 
Chemurgic Council, a starch industry 
has been developed which provides a 
market for culled white potatoes ; potato 
pulp and other products heretofore con- 
sidered farm waste are now utilized, and 
saw-mill waste is used in producing 
plastics. 


HE clinic was told by O. K. Quivey, 

manager of the agricultural] devel- 
opment department of the Baltimore & 
Ohio Railroad, that its 30-year-old pro- 
gram first adopted a policy of improved 
soils, better sires, and rural youth train- 
ing as basic to all agricultural advance- 
ment. This policy, he commented, is still 
fundamental today, and he added: 

The Baltimore & Ohio Railroad has too 
great an investment in the 213 counties it 
serves to stand idly by, when an appropriate 
action suited to the needs of those counties, 
their production per acre, and animal unit 
can be increased, thus making them more 
productive to the railroad from a freight 
traffic standpoint. ; 

Today the directors of agricultural exten- 
sion, deans of agricultural colleges, exten- 
sion specialists, county agents, and rural 
leaders look with high favor upon the B&O’s 
agricultural development department. Its 
representatives are not only made welcome, 
but are sought and consulted in agricultural 
matters of importance to the area. 


A feature of the Fairmont clinic, which 
pointed up the mutual advantages to be 
gained by working with established 
agencies, was a symposium entitled, 
“How Other Agencies Can Supplement 
Our Services,” presented by representa- 
tives of four agricultural organizations 
which work directly for rural progress. 

This symposium was participated in by 
J. O. Knapp, director of the agricultural 
extension service of West Virginia Uni- 
versity ; L. L. Lough, state conservation- 
ist of the soil conservation service of 
West Virginia; F. L. Miles, executive 
secretary of the West Virginia Farm 
Bureau ; and J. C. Boggess, county agent, 
Barbour county, West Virginia. 

Mr. Knapp declared that none of the 
existing agricultural agencies have suffi- 
cient staffs to allow them to carry out 
their broad programs unaided—the pow- 
er companies and others can provide 
needed services, and can reach people 
that the agricultural agencies cannot. 

Mr. Lough said that electric companies 
can assist the soil conservation districts 
in each state by an over-all program de- 
signed to improve farming methods, by 
encouraging farmers to accept soil con- 
servation methods, and by demonstrating 
the importance of conservation to urban 
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people and stimulating their support for 
this program. 


R. MILEs observed that only the ef- 

ficient farmer can stay on the 
farm and make a living—electricity and 
sound guidance make for efficiency in 
farming. The “Farming for Better Liv- 
ing’ program of Monongahela Power 
Company, he said, has increased member- 
ship in the farm bureau, and has directly 
increased the cash income of thousands 
of farmers. 

Mr. Boggess, discussing also the 
“Farming for Better Living” program, 
attributed its success to three principal 
factors. First,the company employed 
the proper approach by taking the pro- 
gram directly to farmers, merchants, and 
others, and letting them work out the 
details. Second, the technical help and 
guidance furnished by the company were 
most important elements in the pro- 
gram’s success. Third, selling was 
never mentioned ; the company’s repre- 
sentatives have proved their sincerity, 
for they have never given farmers cause 


to feel that the company is promoting the 
program to increase its sales. 

At the close of the clinic, representa- 
tives of three power companies—Tide- 
water Power Company, Wilmington, 
North Carolina, Minnesota Power & 
Light Company, Duluth, Minnesota, and 
Alabama Power Company, Birmingham, 
Alabama, described programs for agri- 
cultural development in their service 
areas, which are in the making. 

The proceedings, as reported, and the 
comments of those attending this initial 
clinic on farm development, are evidence 
that it was a success. The far-reaching 
effects, of advantage to all groups in a 
community, of this movement to encour- 
age “Farming for Better Living,” seem 
to be well demonstrated. And, that an 
electric utility company, which assumes 
leadership in these matters, benefits in 
many ways, was vividly illustrated in the 
remarks of C. H. Leatham of Mononga- 
hela Power Company, telling of its ex- 
perience in territorial development over 


a 10-year period. 
—R. S.C. 





Is the SWPA Attempting to Put Government 
In Competing Business? 


a4 croup of electric operating utili- 

A ties in the Southwest” claims 
that the Southwestern Power Adminis- 
tration is attempting to put the govern- 
ment into competing business. In a 
recently issued booklet, entitled “Brief 
Facts Concerning Proposals of South- 
western Power Administration Involv- 
ing Congressional Appropriations,” 
SWPA’s plan, submitted to Congress, 
for the building of steam generating 
plants and transmission lines is repre- 
sented as largely duplicating tax-paying 
facilities in the Southwest and involving 
nearly a quarter of a billion dollars of 
congressional appropriations. (This is in 
addition to the cost of the dams. ) 

To show that such proposals are not in 
keeping with the best interests of the tax- 
payers, the electric consumers in the area, 
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or the thousands of security owners, the 
statement points out: (1) Most of 
these flood-control dams are without 
considerable value to produce a con- 
tinuous firm and dependable supply of 
electrical energy. (2) The cost of produc- 
ing hydroelectric power and energy at 
these dams, if used to serve the normal 
electric load of the area “around the 
clock,” is much higher than the cost of 
producing the equivalent power and 
energy in modern steam plants in the 
area. It is cheap power only because it 
does not pay taxes. (3) Government 
taxpayers could not hope to recover cost 
of installation without imposing an un- 
economic power production cost on 
consumers in the area. (4) Only Denison 
dam and Norfork dam have been con- 
structed. (5) Tax-paying electric com- 
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panies in the Southwest are purchasing 
all power and energy now being pro- 
duced, passing benefits to the public. 
(6) Adequate and dependable electric 
service has always been furnished by 
utilities in the Southwest. (7) Electric 
companies have been paying large sums 
in taxes. 





THE PITHEAD 


Pog and overlay on the inside front 
cover of the booklet show graph- 
ically how SWPA proposes to duplicate 
existing power transmission lines in the 
Southwest, bringing such duplicating 
facilities to practically all important load 
centers. A similar map and overlay on 
the inside back cover are reproductions 
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of the map included in the SWPA plan 
and show the location of authorized and 
proposed hydroelectric projects in addi- 
tion to the proposed duplicating trans- 
mission system. 

As a counterproposa] the electric com- 
panies offered to assume SWPA facili- 
ties and obligations along the lines set 
forth in the recent 9-company offer to 
Congress. (See page 430.) 

The booklet points out that § 5 
of the Flood Control Act of 1944 makes 
no provision for the construction and 
operation of steam plants, but clearly 
limits the electric power and energy to 
be disposed of by the Secretary of In- 
terior to that “generated at these hydro 
projects.” But the Secretary of Interior 
and the administrator have announced 
their purpose to go to the Congress 
“asking for specific authority and appro- 
priations to build steam plants, and to 
receive the appropriations for duplicat- 
ing transmission lines as originally 
asked.” 

Dams in that area, the report adds, are 
best suited to using the available water 
to generate electricity a few hours a day 
at times of high peak loads on the exist- 
ing systems and are without considerable 
value to produce a continuous firm and 
dependable supply of electric energy. The 
statement quotes from an SWPA report 
as follows to support this : 

The studies of the War Department, the 
findings of the Federal Power Commission, 
the design of the projects that have been 
constructed, and the design of all of the 
projects proposed are in complete agree- 
ment on the point that the hydroelectric de- 
velopments of this area result primarily in 
the production of power capacity rather than 
large amounts of electric energy available 
on a continuous basis as required by any 
power consumer. This is an inherent physi- 
cal characteristic of hydroelectric develop- 
ments in the southwestern area which makes 
them essentially different from similar de- 
velopments in practically every other section 
of the country. 


ge that the cost of producing 
power by privately owned plants in 
the area at 70 per cent load factor, as 
foreseen by SWPA to be necessary by 
1965, would be 3.6 mills a kilowatt hour, 
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and that by hydro facilities at Denison 
and Norfork dams 8.2 and 5.5 mills, re- 
spectively, when adjusted for kilowatt 
hours that are not dependable, the report 
goes on to say that the additional costs 
and losses incurred in transmitting power 
to consumers will add to the inability of 
tax-free hydro plants to generate firm, 
continuous power and energy as cheaply 
as tax-paying steam plants. 

It is further shown that the taxpayers 
could not hope to recover the costs of 
installation by attempting to operate 
these dams to furnish a firm and de- 
pendable supply of electricity by con- 
tinuous operation without imposing an 
uneconomic power production cost on the 
consumers in the area. 

Figures in the booklet show that the 
annual value of the output of the author- 
ized hydro projects, if operated on this 
basis, would not be as great as the annual 
operating costs. It adds: 

Any attempt to operate these dams to 
generate a continuous firm supply of power 
and energy for consumer usage must result 
in a loss to either the taxpayer or the con- 
sumer. If the output when so operated were 
sold at a price sufficient to return to the tax- 
payer even that portion of the cost of 
operating the dams allocated to power, an 
uneconomic power production cost would be 
imposed on the consumer. If the output so 
operated were sold at a price equivalent to 
the cost of providing the same power and 
energy by steam generation of private 
companies, the taxpayer would not receive a 
sufficient return to cover the cost of operat- 
ing the dams. 


The annual value of the output will 
exceed the annual operating costs if the 
projects are operated at full capacity on a 
noncontinuous basis to supply the peak 
periods of the existing large systems, the 
booklet observes. 

The SWPA, according to the utility 
group, proposes to “supply its customers 
other than the utilities (many of which 
it would take from the present com- 
panies) principally by steam plant gen- 
eration, and load practically all of its 
high-cost hydroelectric energy upon the 
business - managed, tax - paying com- 
panies.” “This is squarely against any 
plan of coordination with the steam 
plants of business-managed companies 
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and their proposal for such codrdina- 
tion,” the report states. 


$ P+ SWPA also proposes “to offer 
a competitive rate to customers of 
existing electric companies which is 
lower than the companies’ rates by an 
amount less than the amount of taxes 
paid by the electric companies, and which 
taxes the Southwestern Power Adminis- 
tration would not have to pay.” To this 
the utility group counters : 

Testimony presented before congressional 
committees at the time the Southwestern 
Power Administration’s plan was considered 
indicated that typical operating companies in 
the area paid out in taxes sums equivalent 
to as much as 5 mills per kilowatt hour sold. 


Any such amount added to the proposed 
rates of the Southwestern Power Adminis- 
tration would make them substantially in 
excess of the rates charged by the private 
companies to many REA’s and other govern- 
mental customers in the area. 


SWPA, it is said, proposes “to serve 
customers in the area which are or 
normally would be served by the present 
companies”; to establish “an author- 
ity by indirection”; and to create a 
“bureaucratic authority” which would 
“deprive states, counties, school districts, 
municipalities, and the Federal govern- 
ment of millions of dollars of taxes now 
paid by existing electric companies.” 


—E. M.P. 





One Hundred Years of’ Service—Gas 


In Charleston, 


iy a 32-page illustrated brochure—A 
Century of Public Service — South 
Carolina Power Company, of Charleston, 
presents a history and pictorial review of 
the gas industry in that city, from De- 
cember 18, 1846, to December 18, 1946. 

Suggesting a serious concept of the 
responsibilities to the public entailed in 
the business, the text opens with this 
“foreword” : 

Public service, conscientiously rendered, 
knows no day’s work. Its customers are 
found in every walk of life. The need for 
its service is universal. Its responsibility ex- 
tends from sun to sun and those who would 
assume its obligations must do so with no 
thought of personal privilege. Whether the 
hour is high noon or deep midnight, they 
must be public servants, ready and anxious 
to give their customers, not merely those 
things for which they pay, but individual 
attention and more than they demand, 


Then, following a comment that Na- 
poleon, when he heard that London was 
to be lighted with gas, called the project 
a “great folly,” and that Sir Walter Scott 
wrote a friend, “There is a madman pro- 
posing to light London with—what do 
you suppose, why with smoke,” it is stat- 


ed that on December 18, 1846, legislative 
authority was granted the Charleston Gas 


MAR. 27, 1947 446 


South Carolina 


Light Company to incorporate. Capital 
was soon raised, a survey of the city was 
made, plans for the gas works were 
placed on exhibition, and bids invited 
from contractors. 


ONSTRUCTION was begun shortly 
thereafter upon the gas works and a 
100,000-cubic foot holder, and it is noted 
that the progress was such that the com- 
pany’s president, Joshua Lazarus, noti- 
fied the city council on March 14, 1848, 
that the company would be ready to light 
the city with gas on April Ist. The public 
interest was, naturally, intensely aroused 
over this innovation in lighting, and the 
brochure states that in the Charleston 
Mercury of March 31st appeared an in- 
spired paragraph advising the public that 
. while gas would be turned on in the city 

on April Ist, the light for the next ten days, 
until the air in the pipes was entirely con- 
sumed, would be of inferior quality; and to 
it was added this interesting postcript : “Since 
writing the above, much to our surprise and 
gratification we found Broad and Meeting 
streets illuminated by gas, and pouring out 
a flood of light that made our little twinkling 
city luminaries hide their diminished heads. 
The company, or rather those who manage 
its affairs, deserve all praise for the industry 
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and energy they have displayed in this mat- 
ter. They can claim the credit, we believe, of 
being the first joint stock company who have 
ever in this city anticipated the time that 
had been fixed on for commencing opera- 
tions. Such promptness must insure suc- 
cess.” 


It appears that gas soon became a pop- 
ular commodity. At the end of the year, 
485 customers were using it. This in- 
crease, it is observed, is more remarkable 
in view of the skepticism of the people to 
this new means of lighting. The price to 
the consumer was $5 per thousand cubic 
feet. 


NSTANCES are cited of other interests 
I starting up in competition, later to be 
absorbed by this company, and of the 
continued growth of the gas business. 
There is reference to problems arising 
during the War between the States. The 
article continued : 


. .. Due to the blockade it was impossible to 
import coal, so pine wood was used as a sub- 
stitute in the retorts. The price of gas was 
raised to $8 per thousand cubic feet, Confed- 
erate money. Except for a short period gas 
was kept on in the town, although the quality, 
necessarily, was not the best. This condi- 
tion resulted in some rather caustic criti- 
cism by the press. One editor facetiously re- 
marked that the company was to be congrat- 
ulated as the light of the street lamps was 
distinctly visible to the naked eye. During 
the war sequestration of certain stocks and 
dividends was ordered by the Confederate 


ourt. 

In 1865, the price of gas for each street 
lamp in the city was $32.50 per year. The 
price of gas to residential customers for 
lighting was $10 per thousand cubic feet. Bills 
were rendered monthly. The price of 
coal was $28.97 per ton. By the middle of 
1865, the city was being charged 18 cents per 
night for each street lamp lighted. Due to the 
condition of the mains gas had to be shut off 
after midnight in the city. Toward the end 
of the year, the price of gas was set by law 
at $4 per thousand cubic feet for residential 
customers, A short time later an amendment 
was made to the charter to increase the price 
over $4 per thousand. 

By January, 1866, the restriction on the 
price of gas was removed. The company 
was restored to the stockholders on May 8, 
1866, by the United States government. The 
price of gas was raised to $7 and later re- 
duced to $6 per thousand cubic feet, and an 
application was made for an amendment to 
the charter fixing the price at $6 per thou- 
sand cubic feet. 
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Through ensuing years, changing con- 
ditions reflected upon the company’s af- 
fairs. In the late Seventies, gas was sold 
at $3.25 per thousand cubic feet. It was 
also now used for cooking and heating, 
and a 20 per cent discount was allowed 
when gas was consumed for either of 
these purposes. 

In the early Eighties, the price of gas 
was reduced to $2.75 per thousand cubic 
feet, with 5 per cent added if the bill was 
not paid in five days. The company began 
renting gas stoves. In 1885 gas for light- 
ing was reduced to $2.25 and to $1.85 per 
thousand cubic feet for cooking. In 1886, 
a further reduction in the lighting rate 
was made to $2. 


A@ in 1890, many street lamps were 
replaced by electric arc lights. Fur- 
ther reductions were made in the rates 
for gas for lighting and cooking. Then, 
in 1910, it is stated, the manufacture of 
coal gas was abandoned in favor of water 
gas generated from coke. A new gas 
works was built in that year and the old 
plant discarded. In addition to these fa- 
cilities, by the installation of boosters and 
district governors, it was then possible to 
maintain constant pressures, so that at all 
times consumers had available a supply 
of gas to operate any and all types of gas 
appliances. 

The consummation of these improve- 
ments is thus commented upon in the 
brochure in the following manner: 


This, in itself, was in marked contrast to 
the conditions existing prior to 1910, when 
service was constantly being criticized. The 
holding company had come to the aid of the 
local company. The combination of ample 
financing ability and engineering experience 
resulted in the construction of a new, mod- 
ern, and efficient plant, supplanting the in- 
efficient and obsolete plant. With the instal- 
lation of the new plant and the extension of 
street mains to all parts of the city, the sales 
of gas increased. 

The heritage, hard work, and enterprise of 
16 different companies have gone into the 
single company which today furnishes 
Charleston with its fuel gas. The South 
Carolina Power Company is the outgrowth 
of the Charleston Gas Light Company, the 
oldest member body in its corporate history. 
It was founded one hundred years ago on 
December 18, 1846. 
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Since that time, through corporate asso- 
ciations and amalgamations, 15 other related 
companies have served in this section of the 
state. 

Gas, transportation, and finally electricity 
were brought to the low country by these or- 
ganizations, each bearing a relation to the 
other. 


A chronological list is given of the 
Charleston companies, as changes came 
during the 100-year period. It is illustra- 
tive of the introduction of the street rail- 
way, and of electric light and power, in 
the wake of the gas business, in so many 
of our cities. There is noted the subse- 
quent and eventual mergers of these utili- 
ties, all of which present a characteristic 
pattern of the progressive development 
of these essential services throughout this 
country. 


ge illustrations in this brochure 
present in themselves a most his- 
torical story. Old-time maps, and copies 
of gas company records and documents, 
as well as customers’ bills, are repro- 
duced, as are newspaper advertisements 
and cuts of appliances in use during 
those early days. There are many pic- 
tures of buildings prominent in the life of 
Charleston—scenes which suggest the 
individual architectural characteristics 
which lend an unique charm to this city 
which has remained so Early American 
in its appearance. 

This brochure is one which is likely to 
be preserved by those who receive it, both 
for its historic value and its attractive 


format. 
—R. S.C. 





Notes on Recent Publications 


Advice from the Minority: A program for 
the Republican majority in Congress, both 
economic and social, is set forth by the Dem- 
ocratic Senator from Montana. Covering 
rather a wide range, it is “aimed at dealing 
with the two greatest threats to our economy 
—the defective distribution of income and 
the dangerous concentration of private eco- 
nomic power.” The Senator calls for pro- 
gressive labor legislation to offset the Re- 
publicans’ “soak-the-poor drive”; more 
housing for veterans; an antimonopoly bill 
and a Federal agency to encourage small busi- 
ness, as well as revisions in the minimum 
wage bill so as to make up for higher living 
costs. Plus these, he wants a unified scheme 
mapped out with respect to the development 
of U. S. resources—agricultural and indus- 
trial. Action Now! By Senator James E. 
Murray (Montana.) New Republic. January 


27, 1947 


Is the City Machine Passing?: Corrupt top 
government inevitably Quire from corrupt 
practices at lower levels, says a former gov- 
ernor of New Jersey. Recently elected presi- 
dent of the National Municipal League, he 
states that it is in the cities and towns where 
schooling in self-government is to be found. 
The boss system, symbol of bad government, 
he declares, should be fought fearlessly—by 
attacking the power of bosses over the func- 
tions of taxation and justice, and also by 
marshaling a militant public opinion against 
the bosses and their cohorts. Illustrative of 
achievement by honest citizens was the anti- 
machine vote in Hoboken, a feudal realm of 
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Boss Hague. Lets QUARANTINE THE 
Bosses. By Charles Edison. National Mu- 
nicipal Review. January, 1947. 


Let’s Live on Our Own IOU’s: Lower taxes 
—that is a nation-wide demand. Yet, people 
clamor for more Federal spending on all 
sorts of things. Look at Oregon—the folks 
in that state want new housing and im- 
proved roads; added electrification for 
farms ; and, notably, more government hydro 
power projects astride their rivers. When 
economy measures close Army Engineers 
and Reclamation Bureau offices, there is a 
great to-do. THEY'RE ALL For LOWER 
TAXES, BUT—. By Richard L. Neuberger. 
N. Y. Times Magazine. January 19, 1947. 


The Curse of Class Consciousness: Absentee 
industrial ownership versus organized labor 
furnishes the background for a community 
portrait. Individual initiative, friendly per- 
sonal relations, and the pride ‘of craftsmen’s 
skill have disappeared, and the place is the 
scene of a contest between owners and work- 
ers. An incentive plan which raises produc- 
tion is agreeable to the employees, yet the 
battle lines are fixed as capital against labor. 
Consensus of men of business and in profes- 
sional life in the community is that the 
“remedy” lies in suspension of cperations 
and consequent unemployment. Based on a 
tour of midwestern industries, this article 
presents a composite picture, drawn by a well- 
known American novelist. WHERE Do WE 
Go FrroM Here? By John Dos Passos. Life. 
January 27, 1947. 
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In General 


Bill on Electric Power Sale 
Planned 


ENATOR Elmer Thomas, Democrat of 

Oklahoma, early this month said he 
was preparing a bill to declare govern- 
ment policy on development and distribu- 
tion of electric energy. It would provide 
for development of hydroelectricity as 
incidental to Federal conservation proj- 
ects, with sale of excess power on a prior- 
ity basis. 

Rural electric cooperatives would be 
first on this list. 

Revenues from sale of power would 
be credited to the cost of the project. 

The bill would give the Federal Power 
Commission central control over the 
government-developed power. 

“We've got to have codperation some 
place,’ Senator Thomas reasoned. 
“Something has to be done. We've got a 
flock of agencies mixed up in the power 
business, This puts it under one head.” 

Excess hydro power developed at Fed- 
eral projects would be handed over to 
the FPC, which would sell at wholesale to 
“persons or corporations, municipal or 
private,” engaged in selling primarily to 
ultimate users. 

In fixing rates, the Thomas Bill would 
set up requirements aimed at making hy- 


droelectric projects self-liquidating and 
bearing “their fair share of the public 
debt.” 

Although the act would apply to all 
Federal water development projects, it 
would not affect the Tennessee Valley 
Authority Act. 


Vote to Restore Name 


House Public Lands subcommittee 

recently approved legislation to re- 
name Boulder dam on the Colorado river 
Hoover dam in honor of the former 
President. 

Eight Republican members of the Irri- 
gation and Reclamation subcommittee 
voted for the measure and the Democrat- 
ic minority of five voted against it. 

Representative Anderson, Republican 
of California, told the subcommittee the 
action would “right a wrong” which he 
said occurred when former Interior Sec- 
retary Ickes changed the name from 
Hoover dam to Boulder dam in 1933. 
Anderson said former Interior Secretary 
Wilbur named the dam for Hoover in 
1930. 

Democrats on the subcommittee ob- 
jected to the resolution generally on the 
ground that the present name had become 
familiar to the people. 


Arizona 


Power Act Revision Asked 


GREED revisions of the Arizona Power 
Authority Act resulting from long 
conferences of previously opposed inter- 
ests were laid before Governor Osborn 


449 


and leaders of the 18th state legislature 
on March 5th. 

During a 15-minute conference in the 
chief executive’s office, representatives of 
the authority commission and of the 
utilities and codperative power groups of 
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the state presented a complete substitute 
for House Bill 135 which was the subject 
of stormy controversy during two legisla- 
tive hearings. 

The bill and a letter of transmittal were 
presented to Governor Osborn by M. J. 
Dougherty, chairman of the power 
authority commission. It bore nine signa- 
tures representing six groups which 
earlier held widely divergent views on the 
issues involved. 

The proposed revision represented a 
sharp departure from the original text 
of House Bill 135, but covered the major 
points sought by the utilities—potential 


purchasers of the power to be obtained 
from the Colorado river by the authority 
—to ‘make the power authority act work- 
able.” 

The provision which created the prin- 
cipal objections to the original bill— 
designation of a measure of authority to 
the state corporation commission—has 
been eliminated entirely. 

Governor Osborn early this month 
sent to the state senate for confirmation 
the names of Robert Fish and Dr. Neil D. 
Houghton, both of Tucson, for appoint- 
ment as members of the Arizona Power 
Authority Commission. 


Arkansas 


River Development Delayed 


DELAY in Arkansas’ $300,000,000 

flood-control and power develop- 
ment project for the White river basin 
was encountered with the recent return 
of the engineer’s survey report to the U. 
S. District Engineers’ office in Little Rock 
for reconsideration. The report had been 
reviewed by the Washington Board of 
Engineers for Rivers and Harbors for 
several months. 

It was said to be doubtful that the plan 
would be ready for consideration by the 
present session of Congress. It involves 
a 10-year construction program for hold- 
ing back 10,000,000 acre-feet of water by 
a system of 12 reservoirs. 

The report was returned with instruc- 
tions to determine the effect of postwar 
price increases on the estimated costs and 
justification for improvement studied ; 
to give further consideration to Beaver 
reservoir on the White river; to weigh 


further the arguments advanced by local 
interests at the public hearing held in 
Little Rock last December 4th. 


Regulation of Co-ops Beaten 


BILL introduced by Senator E. J. But- 
ler of Forrest City to place electric 
cooperative corporations under similar 
regulations of the state public service 
commission governing private utilities 
was defeated in the senate last month. 
The measure was voted down 16 to 14, 
with 18 votes required for passage. 

Mr. Butler reiterated his belief that 
the co-ops operate under monopolistic 
privileges in competition with private 
utilities. 

Senator Berl S. Smith of Jonesboro, 
leading the fight to defeat the regulatory 
measure, praised members of the present 
commission, but said a “future unfavor- 
able commission could literally choke the 
co-ops out of operation.” 


Connecticut 


FPC Approves Merger 


? i Federal Power Commission re- 
cently announced it had authorized 
the merger of the electric facilities of the 
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Connecticut Power Company, New Lon- 
don, Connecticut, and the Torrington 
Electric Company. 

To accomplish the merger, Connecticut 
Power proposes to issue 52,800 shares of 
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its common stock, $25 par value per 
share, and $2,400,000 principal amount 
of 3.per cent first mortgage bonds, due 


in thirty-five years, in exchange for 48,- 
000 shares of Torrington’s common 
stock, its only outstanding securities. 


Indiana 


Strike Bill Passed 


HE state senate passed a bill on 
March 7th to outlaw public utility 
strikes and lockouts and set up an arbi- 
tration panel to settle such disputes. It 
was then sent to Governor Ralph Gates, 
who was expected to sign it. 
Under the bill, the governor would 


name ten conciliators and thirty members 
of an arbitration board. If the concilia- 
tors are unable to settle a dispute in 
thirty days, the governor would name 
three arbiters to hear the case and then 
hand down a settlement. 

Both labor unions and companies 
would be required to abide by the deci- 
sions, but both could appeal to court. 


Maine 


Would Set up Maine TVA 


Egy bills that would create a proj- 
ect similar to the Tennessee Valley 
Authority in Maine for the development 
of cheap and abundant hydroelectric 
power were introduced into the state 
legislature recently by Representatives 
George E. Smith, Democrat of West- 
brook, and Harry I. Rollins, Republican 
of Greenville. 

Smith’s measure would repeal the 
Fernald Act of 1909 that prohibits the ex- 
portation of Maine hydroelectric power. 


Rollins offered two resolves that would 
create the power project authority. They 
provide for interstate codperation among 
the New England states in the develop- 
ment of Maine hydroelectric power and 
would authorize the governor to accept 
Federal funds for the construction of 
such a power project. 

The measures gained some support in 
the state legislature, it was said, when it 
was reported that industrialist Henry J. 
Kaiser wanted to construct an aluminum 
plant in Maine if he could obtain cheap 
water power. 


+ 
Michigan 


City Urged to Buy Gas Company 


M UNICIPAL ownership of the Michi- 
gan Consolidated Gas Company 
was suggested by the Detroit city council 
members early this month. Under the 
proposal, voters would be asked to ap- 
prove city ownership and operation of the 
company at the November election. 
Sponsors of the plan cite this winter’s 
gas shortage as a reason for the purchase. 
Coupled with purchase of the distribut- 
ing company would be the city’s acquisi- 
tion of the Austin field, a depleted natural 
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gas field near Big Rapids and Reed City, 
for off-peak storage of gas. 


Utility Strike Bill Passes 


B Y a vote of 26 to 1, the state senate 
passed a bill to make interference 
with public utility operations punishable 
as a felony. Dissenter, Senator Joseph 
A. Brown, of Detroit, was the only Demo- 
crat in the chamber when the vote was 
taken. He objected that the measure 
would make all participants in a utility 
strike subject to prosecution if one strik- 
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er pulled a switch, and sought an amend- 
ment to exempt strikes that occur after 
all means of collective bargaining have 
been exhausted. His amendment failed. 


Senator Don VanderWerp, of Fre- 
mont, sponsor of the bill, said it was in- 
tended to “protect people dependent upon 
public utilities.” 


Nebraska 


To Buy Consumers Power Setup 


N a special election held on March 4th, 

Beatrice voters approved almost 2 to 

1 a proposal to issue $440,000 in bonds 

for purchase of Consumers Public Power 
District properties in that city. 

The total vote was 1,119 for the pro- 


posal and 680 against it. The measure 
carried in all of Beatrice’s eight pre- 
cincts. The total vote was about 200 be- 
low the forecast of 2,000, which was made 
as it became apparent that voting would 
be light. 

This vote constitutes about one-fourth 
of the registered voters. 


New York 


Gas Company Asks Rate Increase 


$1,900,000 annual increase in the 

rates charged to gas customers was 
sought last month by the Brooklyn Union 
Gas Company in an application filed with 
the state public service commission. 

If the company’s request is approved, 
the monthly gas bills of about 595,000 
household customers served by the com- 
pany will be increased from 7 to 14 cents 
a month. The territory served by the 
company, including Brooklyn and parts 
of Long Island, has a population of 3,- 
000,000 persons. 

Clifford E. Paige, chairman of the com- 
pany, said the request for higher gas 
rates was necessitated by the increased 
costs of the two principal raw materials 
used in the manufacture of gas. 

“Since 1939,” he said, “the price of 


coal has gone up 57 per cent and the price 
of oil has advanced 71 per cent.” 

If the rate rise is approved, he de- 
clared, it would be the first general in- 
crease in twenty-five years. In that time, 
he added, there have been four rate re- 
ductions, 


Named to Power Authority 


OVERNOR Dewey recently nominated 
Samuel J. Joseph of the Bronx to 
succeed Maurice P. Davidson, also of 
New York city, as a trustee of the state 
power authority. Mr. Joseph, a lawyer, 
fifty-six years old, will serve a 5-year 
term if confirmed, as expected, by the 
senate. A graduate of New York Law 
School, he has been practicing at the bar 
for thirty-four years. He is a veteran 
of the first World War. 


Oregon 


Power Issues Fought 


— of public versus private power 
were aired again recently before the 
house utilities committee as it heard both 
sides of bills to require new utility serv- 
ices to get certificates of convenience and 
necessity and to restrict the times when 
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public utility district elections may be 
held. About 250 persons, mostly public 
power sponsors, jammed a legislative 
hearing room for the session. 

Proponents of the measures said they 
are necessary for sound and efficient 
operation of all utilities and would save 
money for the taxpayers. 
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THE MARCH OF EVENTS 


Pennsylvania 


Firms Granted Right to Refuse 
Service 


_— state public utility commission 
on February 28th granted seven 
natural gas companies the right to refuse 
service to new consumers beginning 
March Ist during the current shortage. 
The permission was not embodied in a 
formal order, the commission said, but 
was merely an authorization for the firms 
to establish their own new regulations. 
Under the rule the companies will sup- 
ply gas only for equipment installed be- 


fore March Ist, with exceptions in this 
order: Medical hardship cases; newly 
constructed premises with heating equip- 
ment designed exclusively for gas fuel; 
occupied or previously occupied premises 
where gas is being substituted as princi- 
pal space-heating fuel in heating equip- 
ment designed exclusively for gas fuel; 
and newly constructed facilities where 
gas is to be substituted as principal space- 
heating fuel in heating equipment which 
could otherwise continue to use a fuel 
other than gas, or will be readily capable 
of conversion for use of another fuel. 


Texas 


Loses Power Plant Suit 


1 ee city of San Antonio lost its suit 
recently to cancel a lease of the 
Comal power plant at New Braunfels to 
the Guadalupe-Blanco River Authority, a 
state agency. 

The state supreme court upheld the 
judgment of a Houston District Court 
favoring GBRA and reversed the Gal- 
veston Court of Civil Appeals opinion 
that the lease should be canceled. Associ- 
ate Justice C. S. Slatton dissented from 
the majority opinion of the supreme 
court, which was written by Chief Justice 
James P. Alexander. 

The controversy over lease of the elec- 
tric generating plant and auxiliary facil- 
ities attracted wide attention in the area, 
and brought a legislative investigation. 
Guadalupe-Blanco River Authority was 
created by the state legislature. 

The complicated case dates back to 
1941, when the Securities and Exchange 
Commission ordered the American Light 
& Traction Company to dispose of its in- 
terest in the San Antonio Public Service 
Company. The latter agency operated 
two electric generating plants, including 
the one at New Braunfels, and distributed 
power to 86,000 customers. 

Both officials of GBRA and the city of 
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San Antonio sought to acquire the com- 
pany’s properties. 


Labor Bill Vote 


wo bills by Senator Ben Ramsey of 

San Augustine designed to curb 
some labor practices were voted out fa- 
vorably unanimously last month by the 
senate labor committee. 

One bill outlaws picketing a public 
utility in such a manner that the power, 
gas, or water service to the public is im- 
paired or stopped. The other bill makes 
unlawful secondary strikes, boycotts, and 
picketing. 

A third bill, by Senator James E. Tay- 
lor, creating machinery for labor dispute 
conciliation and arbitration, was sent to a 
subcommittee for further study. The 
bill is patterned after the Minnesota plan. 

Earlier, the house labor committee, 
maintaining an unbroken record of sup- 
port for bills to restrict the powers of 
organized labor, favorably reported two 
bills in that category. 

One by Representative John J. Bell, 
Cuero, would prohibit mass picketing, 
and the other, by Representative Claude 
Gilmer, Rock Springs, would prohibit 
picketing of electric, gas, or water utili- 
ties. 
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Washington 


Halt in PUD Suits Asked 


REEZING of all pending or contem- 

plated condemnation suits by public 
utility districts for a 2-year period was 
recommended by the state senate’s pub- 
lic utilities committee last month. 

In a vote split on party lines, the com- 
mittee pushed out SB 365, which would 
create a state power commission to in- 
clude the commissioner of public utilities 
and three members of the house and sen- 
ate. The commission would study all 
phases of power production and trans- 
mission and make recommendations to 
the next legislature on operations, regu- 
lation, taxation, and public utilities laws. 

Senator Henry Copeland, Republican 
of Walla Walla, committee chairman and 
cosponsor of the bill along with Sena- 
tor W. R. Orndorff, Democrat of Spo- 
kane, said the bill was intended to bring 
about legislation which would best serve 
the interests of all the state. 

“Tf something is not done, we may well 
find ourselves two years from now with 
the private companies torn to pieces, pub- 
lic utility districts overburdened with 
costly properties, and the Federal govern- 
ment dominating the picture.” 

Purpose of the condemnation suspen- 
sion, he said, was to permit the private 
companies to go ahead with the “millions 
of dollars of new construction which 
must be spent in the next two years to 
build new lines and services which could 
not be built during the war.” 


Taxation Plan Offered 


A COMPROMISE public utility tax pro- 
posal designed to place public utility 
districts on a more equal basis with pri- 
vate corporations was submitted to a 
house subcommittee recently by district 
commissioners of all operating PUD’s. 
The commissioners’ suggestion would 
change the method of collecting a pro- 
posed 5 per cent excise tax on the $135,- 
000,000 Puget Sound Power & Light 
Company properties that would be levied 
in lieu of a 5 per cent property tax “if 


and when” the company is sold to Skagit 
PUD No. 1. 

The compromise would provide taxes 
of 5 per cent on gross revenues of public 
electric properties which generate energy 
and 2 per cent on properties which pur- 
chase energy for distribution. 

The Bonneville Power Administration 
subsequently announced it had agreed not 
to “compete” with Puget Sound Power & 
Light if the latter’s properties are ac- 
quired by the Skagit County and neigh- 
boring public utility districts. The plan of 
these PUD’s to purchase the property 
now awaits the decision of the state 
supreme court. 

Under an agreement reached with the 
PUD’s recently, Bonneville agreed not to 
“invade” the Puget area without consent 
of the associated PUD’s, and it further 
agreed to install high-voltage transmis- 
sion lines to make more convenient de- 
liveries of wholesale power to the PUD’s. 
The understanding, it was stated by 
Skagit PUD officials, also covered plans 
for the PUD’s to enlarge Puget Sound’s 
Rock Island dam generating facilities. 

R. W. Beck, engineer, representing the 
associated PUD’s, had previously filed a 
protest with the Federal Power Commis- 
sion against Bonneville tariffs. 


Labor Measures Die 


fe rater all restrictive labor legisla- 
tion proposed by senators in this ses- 
sion of the state legislature died quietly 
early this month in the senate labor com- 
mittee. 

Bills by Senator Happy, Republican of 
Spokane, to outlaw jurisdictional strikes 
and closed shop agreements, were “in- 
definitely postponed” along with meas- 
ures by minority Democrat members to 
set up fair employment practices stand- 
ards and a commission to consider “un- 
fair labor practices.” 

The fair employment bill by Senator 
Rosellini, Democrat of King, would have 
prohibited discrimination against persons 
for reasons of race, creed, or color. 
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The Latest Utility Rulings 


Rates of Ohio Company Tested By 
Return on Value 


T. HE Ohio commission, in holding that 
ordinance rates were insufficient, 
disagreed with a claim by the city of 
Cleveland that the commission is not re- 
quired to find the value of utility property 
by ascertaining its reproduction cost less 
depreciation. The commission said that 
its statements in East Ohio Gas Co. v. 
Cleveland (1944) 56 PUR(NS) 73 were 
applicable. 

There it was ruled that the commission 
must fix not only a nonconfiscatory rate, 
but a reasonable rate. The interpretation 
placed upon state statutes by the supreme 
court of the state had confined the com- 
mission in its determination of fair and 
reasonable rates to the use of the valua- 
tion procedure set forth in the statutes. 
This was said to be true both in the ini- 
tial determination of the reasonableness 
of a rate ordinance and in the determina- 
tion of a substitute rate. 

Proof of the value of rights of way was 
based on trending of original cost by ap- 
plying Federal indices of local farm 
prices to rural rights of way and specially 
developed indices of value changes for 
urban rights of way. Overhead costs were 
added to the extent that they were not 
included in the original cost which was 
trended. This appeared to produce a fair 
result, although the method of proof was 
said to be novel. There was saving of both 
time and expense. 

The commission also held that a power 
plant site should not be included at less 
than full value, because of a contention 
that the utility has no title or an imperfect 


title to part of the site, where the com- 
pany actually occupies and uses the land. 

Overhead costs such as interest and 
taxes during construction, although not 
adding to the value of land as such, do 
add to the value of a utility as an operat- 
ing property, said the commission, and 
they are properly capitalizable as assets 
on the books of the company and included 
in determining value for rate making. 

A statutory provision for deduction of 
depreciation from new reproductive cost 
should not, in the opinion of the commis- 
sion, be construed to read “depreciation 
reserve.” Accrued depreciation must be 
reckoned in value dollars so long as value 
is used as a rate base. A determination 
of depreciation by inspection and testing 
of units of property and comparison was 
approved. 

An item representing minimum bank 
balance requirement was excluded from 
working capital in the absence of con- 
vincing evidence as to the necessity for 
this item. Working capital was allowed 
in an amount sufficient to cover one- 
eighth of operating expenses, deposit to 
guarantee workmen’s compensation, and 
materials and supplies. 

An appropriation to a reserve for post- 
war adjustments was allowed as an op- 
erating expense. It was found to be rea- 
sonable in size when related to the prob- 
able amount of postwar costs resulting 
from amortization and war operations. 

Allowance was made for expenses in- 
curred in attempting to negotiate a rate 
ordinance and in prosecuting an appeal 
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from the ordinance. Charitable and civic 
contributions were also allowed, as well 
as the cost of funding a pension plan for 


employees. Cleveland Electric Illuminat- 
ing Co. v. City of Cleveland (No. 12,- 
604). 


& 


Common Stock Should Have Substantial Par Value 
Where Only Security Issued 


OMMISSIONER Brewster of the New 
York commission, in setting forth 
principles for the guidance of the reor- 
ganization committee of the New York 
State Railways, said that, if par value 
stock is to be authorized, it should have 
a substantial par value (a minimum of 
$10 per share) and not a nominal par 
value, in view of the proposal that it be 
the only security issued. 

A modified reorganization plan had 
been approved by the commission. It pro- 
vided for the issuance of income notes 
and common stock. The stock was to be 
no par value. The commission did not fix 
the amount of notes or stock. 

Counsel for the committee requested a 
further hearing at which it could present, 
as an alternative proposal, the issuance 
of common stock only. The committee 
desired to issue 225,800 shares of com- 
mon stock with a par value of $1. The 
bondholders felt that they would be, as 
stated in the report, 

greatly penalized, either in the original plan 

which has been approved by the commission 

or in this alternative plan, if they are com- 
pelled to use no par stock rather than stock 
having a low dollar par value, for the rea- 
son that the organization tax in this state 

. is one-twentieth of 1 per cent of the par 
value. The organization tax on no par stock 
is 5 cents a share. So that, if the commission 
authorized 225,800 shares of $1 par, the or- 
ganization tax would be $112.90. For the 
same number of shares of no par stock the 
tax would be $11,290. 

Furthermore, upon the issue of par stock 
the Federal stamp tax is 11 cents per $100 
of par value, or fraction, which would re- 
quire, for 225,800 shares of $1 par, $248.38. 
On no par stock the issue tax, stamp tax, is 
11 cents a share, or $24,838. 


& 


Commissioner Brewster noted that, 
while there are distinct advantages in the 
proposal to issue income notes and com- 
mon stock, such as the deduction of in- 
terest paid on the notes in computing 
income taxes, there appeared to be no 
fundamental reason why the commis- 
sion could not approve the issuance of 
common stock only. 

The wish of the reorganization com- 
mittee that the commission approve ari 
issue of 225,800 shares of common stock 
at $1 par value and the placing of the 
remaining net assets in capital surplus 
could not be approved, he said. The pro- 
posal would result in the issuance of a 
total of $225,800 of par value stock and 
the creation of a capital surplus of $878,- 
318. 

Such an unbalanced condition was 
deemed not only undesirable but also to 
offer opportunity for speculation in the 
stock. 

In considering whether or not the stock 
should have par value, Commissioner 
Brewster observed: 

In the case of a reorganized corporation 
where the certificate of reorganization is to 
be filed before determination by the commis- 
sion as to the amount of common stock to 
be authorized, it seems preferable to desig- 
nate common stock without par value. How- 
ever, in view of the additional cost the com- 
mission should not insist upon no par value 
provided the number of shares to be author- 
ized is reasonable in comparison to the net 
assets to be represented thereby and the par 
value is substantial in amount. 


Re Reorganization Committee of New 


York State Railways (Utica System) 
(Case 8979). 


Merger of Holding Company and Subsidiaries Approved 


HE Securities and Exchange Com- 
mission approved the merger of 
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Hydraulic Race Company and Lower 
Niagara River Power & Water Supply 





a nine 2 om 


file 
pal 
ing 
rec 
mc 
rig 
cla 
pul 
vio 
ital 
an 
fea 
tior 


vid 
of 
mo 


pla: 
sto 
resi 
equ 
saic 


late 
ing 
stat 





KUM 


THE LATEST UTILITY RULINGS 


Company into their parent, Buffalo Ni- 
agara Electric Corporation. The com- 
mission, in announcing its decision, 
said: 


In connection with the standards of neces- 
sity, it is clear that the results which will be 
accomplished are necessary to effectuate the 
provisions of §11(b)(2). Such results in- 
clude simplification of the Niagara Hudson 
holding company system by the elimination 
of two corporate entities, and of the United 


Corporation holding company system by re- 
moving an extreme situation of pyramiding 
presently existing in violation of the “great- 
grandfather” clause of §11(b)(2). Thus, 
while there is some question as to whether 
the proposals are of such scope and character 
as to require that they be filed as a § 11(e) 
plan, we deem it appropriate to consider them 
under the standards of that section. 


Re Buffalo Niagara Electric Corp. et al. 
(File No, 54-143, Release No. 7022). 


e 


Alternate Holding Company Recapitalization Plan Approved 


5 Securities and Exchange Com- 
mission approved an alternate plan 
filed under § 11(e) of the Holding Com- 
pany Act for recapitalization of a hold- 
ing company. The plan provided for debt 
reduction and the issuance of new com- 
mon and preferred shares with voting 
rights and the compromise settlement of 
claims of affiliates and stock interests of 
public security holders. The plan pre- 
viously approved, providing for a cap- 
ital structure consisting solely of debt 
and common shares, was not deemed 
feasible under existing market condi- 
tions. 

It was noted that the earlier plan pro- 
vided for a capital structure consisting 
of only two securities—bonds and com- 
mon stock—and for a common stock 
equity of 40.49 per cent. The alternate 
plan introduced a convertible preferred 
stock in the holding company structure, 
resulting in a pro forma common stock 
equity of 26.12 per cent. The commission 
said: 

We recognize the exigencies of the situa- 
tion in the shape of the imminent maturities 
of New England’s debentures which have led 
to the proposal of the alternate plan and 


7 


in these peculiar circumstances we are pre- 
pared to find such plan necessary to effectu- 
ate § 11 (b). However, if the amended plan 
were feasible, we could not find a capital 
structure containing preferred shares to be 
an appropriate means of effectuating the re- 
organization and in that sense we could not 
find a plan so providing necessary within 
the meaning of the act. 

The convertible feature attaching to 
the preferred stock introduced a specu- 
lative element with respect to both the 
preferred and common shares, thereby 
increasing the difficulty of analyzing the 
position of both classes of shares, the 
commission pointed out. However, it was 
noted that the existence of the conver- 
sion feature might eventually result in an 
increase in the common stock equity. 
Under the circumstances, the commission 
said, the necessity for a reorganization 
and the fact that the subsidiary com- 
panies were almost entirely wholly 
owned, having only a relatively small 
proportion of their total capitalization in 
senior securities in the hands of the pub- 
lic, should not require adverse findings 
with respect to the new securities. Re 
New England Gas & Electric Corp. (File 
Nos. 54-120, 59-34, Release No. 7181). 


Denial of Telephone Service for Unlawful Use Upheld 


‘Ea court of appeals of New York 
state affirmed an order of the appel- 
late division of the supreme court deny- 
ing a subscriber an order directing rein- 
statement of telephone service which had 
been discontinued for unlawful use. The 
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record warranted the conclusion that the 
subscriber had violated penal law pro- 
visions making off-track bookmaking on 
horse races unlawful. 

The police commissioner of New York 
city was made a defendant in the proceed- 


MAR, 27, 1947 





PUBLIC UTILITIES FORTNIGHTLY 


ing by the subscriber, who was apparent- 
ly under the impression that he had or- 
dered the company to discontinue service. 
The court ruled that the commissioner 
was neither a necessary, indispensable, 
nor proper party to the proceeding, 
since the telephone company had com- 
plete authority to decide whether or not 
service should be reinstated. 

In discussing the relation between the 
telephone company and the police, the 


court of appeals of New York stated: 


True, the company is free to consult with 
the police department or with any other 
law enforcement agency, and may be guided 
in its action by the advice received. But 
whether the action is justified or warranted 
must be determined by the telephone com- 
pany upon the facts presented. 


Shillitani v. Valentine et al., affirming 
(1945) 269 App Div 568, 60 PUR(NS) 
382. 


2 
Carrier Allowed to Recover Legal Charges 


4 &— United States Supreme Court 
reversed a judgment of the circuit 
court of appeals and affirmed a decision 
of the district court allowing a motor 
carrier to recover in a contract action 
against a shipper. 

The parties first had contracted in 
Texas that the shipper should pay for 
transportation at whatever rate was fixed 
by the commission. At a later date they 
secretly agreed that a rate less than the 
commission prescribed minimum should 
be charged. After the shipper had paid 
for transportation at this illegal rate for 
some time, the carrier sued for the differ- 
ence between the legal minimum and the 
amount actually paid. 

The Supreme Court pointed out that 
Federal jurisdiction was based exclu- 


sively on the diversity of citizenship of 
carrier and shipper and ruled that under 
such circumstances Texas contract law 
should be applied. Under Texas law the 
supplementary contract establishing the 
illegal rate was void and unenforceable, 
and the Supreme Court so held. 

The court further applied local law to 
answer the shipper’s claim that the car- 
rier was equally at fault in entering into 
the illegal contract and, therefore, not in 
a position to set it aside for his own bene- 
fit. The state law, as determined by the 
district court and approved by the Su- 
preme Court, would permit the carrier, 
for reasons of public policy, to sue for 
the legal rate regardless of his part in 
the scheme to avoid regulation. Steele v. 
General Mills, Inc. (No. 79). 


ze 


Commission Reversed on Denial of Permit 


ody Idaho Supreme Court reversed 
a commission decision denying an 
operating permit to a motor carrier where 
the record indicated that the carrier was 
fully equipped to render efficient com- 
mon carrier service and that existing 
service was inadequate. 


The court ruled that in a statutory pro- 
vision, that “the commission may issue a 
permit as prayed for upon good cause 
shown,” may should be construed as must 
where the applicant has complied with 
each and every statutory requirement. 
Malone et al. v. Van Etten. 


7 


Motion to Dismiss Appeal in Gas Rate Case Overruled 


HE Ohio Court of Appeals over- 
ruled a gas company’s motion to 
dismiss an appeal from a lower court or- 
der dismissing a rate complaint against it. 
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The motion was based on the fact that 

the appeal involved moot questions. 
The court ruled that the utility, by 

failing to assert at the trial that the ques- 
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tions involved were moot, waived the 
right to do so on appeal. 
The court stated: 


It is our opinion that if the motion to dis- 
miss is an appropriate proceeding it is not 
timely in this court because there has been 
no change in the status of the parties as to 
the subject matter of the suit between the 
date of the order of dismissal of plaintiff's 
suit in the common pleas court and the date 


e 


when the motion to dismiss was filed in 
this court. All of the orders of the public 
utilities commission, which are made a part 
of the affidavits in support of the motion to 
dismiss in this court, were made long prior 
to the action of the trial court in dismissing 
plaintiff’s suit and refusing to permit him 
to file his amended petition. 


Davies v. Columbia Gas & E. Corp. et 
al. 70 NE2d 655. 


Other Important Rulings 


‘wo Nebraska commission, after ob- 
taining an opinion from the attorney 
general of the state holding that it had 
jurisdiction over the issuance of con- 
venience and necessity to air carriers 
operating in the state, adopted rules and 
regulations governing air transportation 
operations so that a sound and weli- 
supervised air carrier program might be 
established. Re Regulation of Rates, 
Service, and General Control of Common 
Carriers of Passengers and Property by 
Aircraft for Hire in Intrastate Com- 
merce (General Order No. 86). 


The Civil Aeronautics Board held that 
cost to the Federal government is only 
one of the factors to be considered in 
determining public convenience and 
necessity for air carrier operation, and 
that where there are rival applications for 
authorization of air service, the public 
interest rather than mere priority of fil- 
ing or hearing on the application is the 
determining factor. Re Eastern Air 
Lines, Inc. (Docket No. 399 et al.). 


The District of Columbia commission 
approved a composite rate of 4.9 per cent 
for application to the cost of depreciable 
property of a transit company. The com- 
mission was of the opinion that the ques- 
tion of segregating the reserve and ac- 
cruals by classes of property should be 
the subject of continuing studies. Re 
Capital Transit Co. (Order No. 3151, 
PUC No. 3413, Formal Case No. 346). 


A court order reversing a commission 
award of authority to a gas company to 
bid on a franchise for the distribution of 
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natural gas was affirmed by the Kentucky 
Court of Appeals. The court called at- 
tention to statutes reserving to munici- 
palities the power to pass on the qualifi- 
cations of bidders for local franchises 
and concluded that any selection of bid- 
ders for franchises by the commission 
was clearly beyond the authority dele- 
gated to it by the legislature. Public 
Service Commission et al. v. Blue Grass 


Nat. Gas Co. 197 SW2d 765. 


The department of public utilities for 
the commonwealth of Massachu- 
setts permitted a railroad to discontinue 
operation of trains which had been op- 
erating at a loss for a considerable period 
after the railroad showed that it was 
actually showing a loss on over-all opera- 
tions and that there was no justification 
for believing that demand for these trains 
would be greater in the future. Re Cen- 
tral Vermont Railway, Inc. (DPU 
7579). 


The United States Circuit Court of 
Appeals enjoined abandonment of opera- 
tions, as proposed by a railroad after its 
service had been disrupted by unlawful 
and often violent acts of railroad unions 
engaged in a labor dispute. The court, 
realizing that it should not require the 
performance of acts which are physically 
impossible, also enjoined the unions from 
continuing their unlawful interference 
with railroad operation. Farmers Grain 
Co. et al. v. Toledo, P. & W. R. R. et al. 
158 F2d 109. 


A request by a shipper for a declara- 
tory judgment as to the effect of a com- 
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mission rate order was denied by the 
California commission, which ruled that 
it had no jurisdiction to accord declara- 
tory relief by an advisory opinion, not 
accompanied by any regulatory order, 
construing an out-of-date tariff. Re Los 
Angeles & Salt Lake Railroad Co. et al. 
(Decision No. 39587, Case Nos. 3981, 
4071). 


A request by several common carriers 
that additional charges be authorized for 
moving refrigerators and pianos, because 
of added risk and expense, was denied 
by the California commission where no 
estimates as to expense or showing of 
losses from risks were submitted to justi- 
fy the extra charges. Re California Van 
& Storage Asso. et al. (Decision No. 
39614, Case Nos. 4246, 4434). 


An order of the Illinois commission 
directing that a railroad reconstruct and 
maintain at its own expense an above- 
grade crossing was set aside by the state 
supreme court as being without substan- 
tial foundation in the evidence where the 
record indicated that the crossing would 
serve a relatively small portion of the 
public and that the convenience of the 
other members of the public would be 
purely negligible. Jilinois Central R. Co. 
v. Illinois Commerce Commission, 70 


NEZ2d 64. 


The Wisconsin commission approved 
the application of a telephone company 
for authority to increase rates but di- 
rected the company to eliminate all dis- 
crimination and rate preferences between 
stockholders and nonstockholders. Re 
Liberty-Newton Telephone Co. (2-U- 
2255). 


The Indiana commission granted the 
application ofa motor carrier for a certifi- 
cate where the carrier agreed at the hear- 
ing to surrender the permit of the con- 
tract carrier whose business it had pur- 
chased. The permit could not be used 
because no statutory authority existed for 


transferring it along with the other prop- 
erties sold. Considerable weight was giv- 
en to the fact that the authority requested 
was much narrower than that described 
in the permit to be surrendered. Re 
Henry E. Vandergraff (No. 3187-A, 1). 


The California commission, on dis- 
covering many instances when motor car- 
riers of household goods were careless 
and even acting fraudulently in dealings 
with shippers, established more rigid 
regulations to minimize the opportunity 
for taking unfair advantage of shippers. 
Re Rates for Transportation by Com- 
mon Carriers (Decision No. 39613, Case 
Nos. 4730, 4246, 4434). 


A request by the state of Nebraska 
for an order directing a railroad to con- 
struct and maintain an above-grade 
crossing was granted by the commission, 
which held that the matter was within 
its jurisdiction and that the specific 
statutory obligation of the railroad in 
such matters could not be modified or 
limited by the state highway law or any 
other general legislation. Nebraska v. 
Chicago & N. W. R. Co. (Formal Com- 
plaint No. 857). 


The supreme court of South Dakota 
dismissed a taxpayer’s application for a 
declaratory judgment as to the validity of 
a statute authorizing a city to acquire a 
toll bridge, where the statute, by making 
the municipal bonds specifically payable 
out of bridge earnings, in no way in- 
creased the tax burden. Danforth v. City 
of Yankton et al. 25 NW2d 50. 


The Nebraska commission denied a 
railroad’s request for an order closing a 
surface highway crossing even though a 
new viaduct in the same area would ade- 
quately handle local traffic on the ground 
that the closing of a surface highway 
crossing is clearly the function of town 
or county authorities. Chicago & N. W. 
R. Co. v. County Board of Dodge County 
(Formal Complaint No. 856). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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SLAPKOWSKI v. NEW JERSEY BELL TELEPHONE CO. 


NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Lottie Slapkowski 


New Jersey Bell Telephone Company 


Docket No. 2841 
January 20, 1947 


OMPLAINT against service discontinuance by telephone com- 
pany; dismissed. 


Service, § 134 — Telephone — Alleged use for unlawful purpose — Reasonable- 
ness of discontinuance. 
1. A telephone company which is confronted, on one hand, with informa- 
tion furnished by the police that its facilities at a named residence are being 
used for unlawful purposes and, on the other, with its obligations and re- 
sponsibilities under the law, is not acting in an unreasonable manner when 
it discontinues and refuses to restore service at such residence, p. 34. 


Service, § 134 — Discontinuance for gambling — Alleged illegal use of telephone — 
Reliance on police complaint. 

2. A telephone company’s action in discontinuing telephone service to a 

residence alleged by police to be a gambling parlor is proper, for even though 

police authorities may at times act arbitrarily and unjustly, there is a pre- 

sumption that official acts and duties have been properly performed, p. 34. 





XUM 


APPEARANCES: Abe A. Schultz 
and Eugene P. Kenny, for Lottie Slap- 
kowski; A. J. Bittig, for New Jer- 
sey Bell Telephone Company. 


By the Commission: The com- 
plainant, Lottie Slapkowski, of 125 
Mercer street, Jersey City, New Jer- 
sey, filed a petition charging that the 
respondent, New Jersey Bell Tele- 
phone Company, did, without proper 
justification, on July 1, 1946, discon- 
tinue service at the aforesaid premises 
and refuses to restore said service and 
prays an order for restoration of serv- 
ice. 

Respondent admits discontinuance 


[3] 33 


of service on July 31, 1946, and re- 
fusal to restore service to petitioner. 
It defends its actions on the basis of in- 
formation received from the police au- 
thorities of Jersey City that its service 
to petitioner was being used for un- 
lawful gambling purposes and that the 
police had removed part of respond- 
ent’s equipment at petitioner’s resi- 
dence. 

At the conclusion of the hearing 
held on November 26, 1946, respond- 
ent moved that the petition be dis- 
missed, reserving the right to call ad- 
ditional witnesses if necessary. 

At the hearing petitioner denied 
that she had used respondent’s serv- 
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ice for illegal purposes or that she had 
permitted its use for such purposes. 
However, there was evidence that a 
large number of calls had been made 
to petitioner’s telephone from another 
telephone in Rutherford for which re- 
spondent disconnected service on July 
22, 1946, after an investigation by its 
legal department indicated it was be- 
ing used for illegal purposes. On that 
same day, July 22nd, the Jersey City 
police raided petitioner’s home and re- 
moved respondent’s telephone equip- 
ment on the first floor, apparently un- 
aware of the extension line on the 
second floor. 

The salient fact as established by the 
evidence without dispute, is that on 
July 31, 1946, the police authorities of 
Jersey City orally requested respond- 
ent to discontinue service to petitioner 
on the ground of its use for illegal 
gambling purposes and then buttressed 
this notice with a letter to respondent 
advising of the removal of the equip- 
ment at petitioner’s home “for the 
reason that it was being used for 
gambling purposes.” 

Pursuant to this official information 
and advice, respondent discontinued 
all service to petitioner including the 
extension. 

[1] Petitioner’s right to telephone 
service was subject to respondent’s 
general regulations constituting a part 
of its general exchange tariff which 
specifically provide that respondent 
may terminate service in the event of 
improper or illegal use of its service 
or upon objection to the continuance 
of service made by any governmental 
authority. The regulations have, 
heretofore, been approved by this 
Board in the following language: 
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“As to the reasonableness of the 
rules, there can be no serious ques- 
tion in view of the several statutory 
interdictions placing criminal and civ- 
il liability upon respondent as a pen- 
alty for engaging in, or in aiding and 
abetting in gambling practices in vio- 
lation of law. Reference is made to 
RS 2:135-2; RS 2:135-4; RS 2:147 
—-4; RS 2:171-3.” (Ganek v. New 
Jersey Bell Teleph. Co. decided De- 
cember 19, 1944, Docket No. 1586, 
17 NJ PUCR 494, 57 PUR(NS) 
146, 148). 

Confronted as it was, on the one 
hand, by the police authorities of Jer- 
sey City, with information that its fa- 
cilities and services at petitioner’s resi- 
dence, were being used for illegal pur- 
poses, and on the other, with its obli- 
gations and responsibilities under the 
law, respondent’s acts in discontinuing 
and refusing to restore service to peti- 
tioner cannot be held by us to be unrea- 
sonable. 

[2] Petitioner argues that reliance 
on police authorities is not always 
justified and that at times they may act 
arbitrarily and unjustly. It is a firmly 
established principle in our law that 
there is always a presumption that 
official acts or duties have been prop- 
erly performed. Any alleged abuses 
of public authorities raise issues de- 
terminable in the courts in a direct at- 
tack. In view of the availability of 
such relief, we consider it insupport- 
able, both as a practical matter and as 
a matter of law, that a public utility in 
respondent’s position in this case, 
should be required to do other than 
heed the advice and request of public 
authorities acting within their proper 
sphere. 
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SLAPKOWSKI v. NEW JERSEY BELL TELEPHONE CO. 


The Board reaffirms its view that that their application was not arbi- 
respondent’s regulations are reason- trary. 
able and, on the facts of this case, finds The petition is therefore dismissed. 





SECURITIES AND EXCHANGE COMMISSION 


Re Northern States Power Company 
(Delaware) et al. 


File Nos. 54-54, 59-50 


Re Northern States Power Company 
(Minnesota) 


File No. 70-559 
Release No. 7148 
January 30, 1947 


OTION to vacate portion of order requiring termination of 
M existence of holding company under § 11(b)(2) of the 
Holding Company Act; denied. For earlier decision, see (1946) 

66 PUR(NS) 364. 


Intercorporate relations, § 19.8 — Simplification of holding company system — 
Duty of Commission. 
1. The Commission has the affirmative obligation to require compliance with 
§ 11(b) of the Holding Company Act, 15 USCA § 79k(b), and while the 
Commission may properly lend encouragement and support to any effort 
of voluntary compliance by companies subject to the act, compliance must 
be required as soon as practicable ; and §§ 11(b) and 11(e) are not mutually 
exclusive methods of achieving compliance, p. 37. 
Intercorporate relations, § 19.8 — Simplification of holding company system — 
Compliance order — Voluntary plan. 
2. The Commission may properly enter an order requiring simplification of 
a holding company system, to meet the requirements of § 11(b)(2) of the 
Holding Company Act, 15 USCA § 79k(b)(2), prior to a hearing on a 
voluntary plan of compliance submitted under § 11(e), p. 40. 
Intercorporate relations, § 19.8 — Simplification of holding company system — 
Compliance order — Delay of voluntary plan. 
3. The Commission, in deciding whether to enter an order requiring com- 
pliance with the corporate simplification requirements of § 11(b)(2) of 
35 67 PUR(NS) 
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the Holding Company Act, 15 USCA § 79k(b)(2), is not limited to a 
consideration of delay that might result from withholding entry of such 
an order pending determination of a purposely dilatory plan filed under 
§ 11(e), to the exclusion of other matters such as the Commission’s ex- 
perience that the absence of a § 11(b) order had prevented consideration 
of competing plans filed by security holders, p. 43. 


Intercorporate relations, § 6 — Jurisdiction of Commission — Compliance order — 


Effect of voluntary plan. 
4. The filing of a simplification plan under § 11(e) of the Holding Com- 
pany Act, 15 USCA § 79k(e), for voluntary compliance with the require- 
ments of § 11(b)(2) does not operate to deny the Securities and Exchange 
Commission jurisdiction under § 11(b) (2) to order simplification of a hold- 
ing company system to meet the requirements of § 11(b), as that jurisdic- 
tion is quite independent of § 11(e), p. 43. 


Intercorporate relations, § 19.8 — Simplification of holding company system — 


Filing of plan — Not a stay. 
5. The filing of a new plan for voluntary compliance with § 11(b) of the 
Holding Company Act, 15 USCA § 79k(b), pursuant to § 11(e), cannot 
operate as a stay to prevent otherwise appropriate action under § 11(b) (2), 


p. 44 


Corporations, § 15.2 — Dissolution of holding company — Order of compliance — 


Voluntary plan. 

6. An order under § 11(b)(2) of the Holding Company Act, 15 USCA 
§ 79k(b) (2), requiring liquidation and dissolution of a holding company, 
found to complicate the structure of a holding company system, should not 
be vacated, on the ground that the company should not be placed under com- 
pulsion to comply with § 11(b), when the ultimate objective of the order 
is identical with the ultimate objective of each plan of the company filed 
under § 11(e) for voluntary compliance; the compulsion of a § 11(b) (2) 
order, which brings into play the provisions of §§ 11(c) and 11(d), is not 
only appropriate but obligatory when it is considered necessary to insure 
expeditious compliance with the act, p. 44. 


* 








APPEARANCES: A. Louis Flynn 
and A. William Groth, for Northern 
States Power Company (Delaware) ; 
Barron, Rice & Rockmore, by Bernard 
S. Barron, for certain Class A stock- 
holders; Guggenheimer & Unter- 
myer, for C. A. Johnson and other pre- 
ferred stockholders of Standard Gas 
and Electric Company; Paul S. Davis 
and William L. Fox, for the Public 
Utilities Division of the Commission. 


By the Commission: Northern 
States Power Company (“Dela- 


ware”), a registered holding company, 
has filed a motion requesting that we 
vacate that portion of our order en- 
tered in these proceedings on Novem- 
ber 8, 1946, 66 PUR(NS) 364, 
which required, under § 11(b) (2) of 
the Public Utility Holding Company 
Act of 1935, 15 USCA § 79k(b) (2), 
that the continued existence of Dela- 
ware be terminated and that Dela- 
ware proceed with due diligence to 
submit plans for its liquidation and 
dissolution.” 





1 Subsequent to the filing of this motion, 
Delaware, on January 6, 1947, filed a petition 
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for review of this portion of our order in the 
circuit court of appeals for the third circuit. 








De 
ing 
par 
con 
essi 
the 
hol 
diss 
star 
in 
pro 
11( 
plan 
diss 
prov 
war 
try | 
prof 
Cou: 
ers | 
sitio 
that 
Cert: 
Stan 
whic 
Class 
have 
this 1 
TI 
cerni 
(b) z 
missi 
there 
“ the 
as pr: 
to re 
the a 
missic 
with 
§ 11( 


ficatio 





Presurr 
disposit 
avoid 2 
review 











‘UM 


RE NORTHERN STATES POWER CO. 


In its brief in support of the motion, 
Delaware does not dispute our find- 
ings, set forth in the opinion accom- 
panying our order,’ that the company’s 
continued existence unduly and unnec- 
essarily complicates the structure of 
the Northern States Power Company 
holding company system and that its 
dissolution is necessary under the 
standards set by § 11(b)(2). In fact, 
in the course of these consolidated 
proceedings under §§ 11(b)(2) and 
11(e), Delaware has filed a series of 
plans providing for its liquidation and 
dissolution, designed to effectuate the 
provisions of § 11(b)(2). It is Dela- 
ware’s position, however, that the en- 
try of our § 11(b)(2) order was im- 
proper at this stage of the proceedings. 
Counsel for certain Class A stockhold- 
ers have filed a memorandum in oppo- 
sition to Delaware’s motion and urge 
that such motion should be denied. 
Certain preferred stockholders of 
Standard Gas and Electric Company, 
which holds substantially all of the 

lass B common stock of Delaware, 
have indicated their concurrence in 
this memorandum in opposition. 

The motion raises a question con- 
cerning the interrelationship of §§ 11 
(b) and 11(e) of the act and the Com- 
mission’s powers and _ obligations 
thereunder. Section 11(b) makes it 
“ the duty of the Commission, as soon 
as practicable after January 1, 1938,” 
to require that companies subject to 
the act take such action as the Com- 
mission finds necessary for compliance 
with the integration requirements of 
§ 11(b)(1) and the corporate simpli- 
fication requirements of § 11(b) (2). 


Section 11(e) provides a procedure by 
which such companies can submit vol- 
untary plans to the Commission “for 
the purpose of enabling” such com- 
panies “to comply with the provisions 
of subsection (b).” This procedure 
has been available since 1935 when the 
act was promulgated. 

[1] It thus appears that the Com- 
mission has the affirmative obligation 
to require compliance with § 11(b). 
It is clear that the Commission may 
properly lend encouragement and sup- 
port to any effort of voluntary com- 
pliance by the companies subject to 
the act. But compliance must be re- 
quired “‘as soon as practicable.” It 
must be noted that §§ 11(b) and 11 
(e) are not mutually exclusive meth- 
ods of achieving compliance. A § 11 
(b) order is not punitive, nor is it any 
indication of bad faith on the part of 
the company to which it is addressed ; 
it is merely the result of the Commis- 
sion’s findings and determination of 
what ultimate objectives need to be 
attained to comply with § 11(b)—ob- 
jectives to which plans under § 11(e) 
must be addressed if they are to be 
approved as “necessary to effectuate 
the provisions of subsection (b).” An 
order under § 11(b) in no way fore- 
closes subsequent voluntary action by 
the company under § 11(e) to achieve 
such objectives but, rather, facilitates 
the submission of such plans by speci- 
fying the objectives to be attained. 

However, a § 11(b) order has im- 
portant affirmative consequence. For, 
in addition to specifying the objectives 
to which § 11(e) plans must be ad- 
dressed, it makes operative the time 





Presumably, the petition was filed prior to the 
disposition of the pending motion in order to 
avoid any question as to the running of the 
review period on the original order. 


2Re Northern -States Power Co. (1946) 
Holding Company Act Release No. 6987, 66 
PUR(NS) 364. 
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limitations of § 11(c) * and the provi- 
sions of § 11(d). Under § 11(d) the 
Commission is empowered to apply to 
the courts to enforce compliance “with 
any order issued under subsection 
(b)” and to submit for this purpose a 
plan of reorganization which may be 
proposed “in the first instance by the 
Commission, or by any person 
having a bona fide interest’’ in the re- 
organization. 


The Commission’s policy has been 
to invite and encourage voluntary 
plans under the act. Nothing herein 
is meant in any way to modify that 
policy. But the statute confers on 
the Commission the duty to require 
compliance “as soon as practicable,” 
and the Commission must of necessity 
determine, at particular times and un- 
der particular circumstances, whether 
the fulfilment of such responsibility re- 
quires the issuance of an order under 
§ 11(b) which will bring into play the 
time limitations of § 11(c) and also 
make it possible to consider plans of 
reorganization proposed by interested 
stockholders or by the Commission it- 
self. Where that question is answered 
in the affirmative, there is not only 
the power, but also the obligation to 
issue such an order. 


The instant case provides an illum- 
inating example of the application of 
the Commission’s policy in this re- 
spect. Delaware’s original plan for 
its liquidation and dissolution was 
filed under § 11(e) in June 1942. At 
the same time we instituted proceed- 


ings under §§ 11(b), 15(f) and 20(a) 
with respect to the entire system and 
we consolidated those proceedings with 
the hearing on Delaware’s plan. Ex- 
tensive hearings were held and in 
March, 1944, Delaware filed an 
amended plan. After further hearings, 
the record was closed and in April, 
1945, we issued our findings and opin- 
ion. We found that the continued 
existence of Delaware unduly and un- 
necessarily complicated the structure 
of the Northern States system and 
concluded that it was necessary under 
§ 11(b)(2) that the continued exist- 
ence of the company be terminated. 
We further found the amended plan 
for the liquidation of Delaware fair 
and equitable and indicated that the 
plan would be approved if it were 
amended to provide for certain addi- 
tional accounting adjustments. No or- 
der was entered under § 11(b)(2) 
since, at the time, it appeared that the 
plan, when amended, would accomplish 
the elimination of Delaware and thus 
achieve expeditious compliance with 
§ 11(b)(2).* 

On October 31, 1945, we issued an 
order approving the amended plan 
(which had been further amended to 
meet the objections noted in our opin- 
ion of April, 1945, and our later mem- 
orandum opinion of October, 1945) 
and, at Delaware’s request, applied to 
the district court for the district of 
Minnesota for approval and consum- 
mation of the plan. However, shortly 
thereafter we received from common 





8 Section 11(c) provides: “Any order un- 
der subsection (b) shall be complied with 
within one year from the date of such order; 
but the Commission shall, upon a showing 
(made before or after the entry of such order) 
that the applicant has been or will be unable 
in the exercise of due diligence to comply with 
such order within such time, extend such time 


67 PUR(NS) 


for an additional period not exceeding one 
year if it finds such extension necessary or 
appropriate in the public interest or for the 
protection of investors or consumers.” 

4Re Northern States Power Co. (1945) 
Holding Company Act Release No. 5745, 62 
PUR(NS) 443. See also (1945) 62 PUR 
(NS) 55. 
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RE NORTHERN STATES POWER CO. 


stockholders of the company numerous 
objections to enforcement of the plan. 
It was alleged that changed circum- 
stances rendered the plan unfair. Sug- 
gested amendments to the plan and 
alternative plans were offered. Such 
suggestions were stated to be designed 
to effectuate the liquidation of Dela- 
ware in a manner which would pre- 
serve a larger participation for the 
common stockholders while fully 
satisfying the claims of the preferred 
stockholders. Upon our application, 
proceedings in the district court were 
adjourned and we reopened the hear- 
ings in the consolidated proceedings 
to reconsider the Delaware plan. No 
order had yet been entered under § 11 
(b)(2) and the plans submitted by 
stockholders of the company could 
not, therefore, be considered for ap- 
proval under § 11(d); such plans 
could be considered only to the extent 
that they indicated points of view as 
to the fairness of Delaware’s plan. 
Since it appeared that it might be nec- 
essary to withdraw our approval of 
that plan, we requested the parties to 
give consideration in their briefs on 
the merits of the plan to the additional 
question whether an 11(b)(2) order 
should be entered directing the liqui- 
dation and dissolution of the com- 
pany. 

After consideration of the additional 
evidence introduced into the record 
and for the reasons stated in our opin- 
ion,’ we concluded that the changed 
circumstances since the date of our 
original order of approval indicated 


that the allocation provided in the 
company’s plan could no longer be 
found fair and equitable to the com- 
mon stockholders. We, therefore, re- 
voked our prior order of approval.® 
We did not pass on the merits of the 
plans suggested by stockholders. 
Delaware had opposed all of these 
plans and, in the absence of their adop- 
tion by Delaware, none of them could 
be considered under § 11(e) ; since no 
11(b) order had been entered, the 
stockholders’ plans could not be con- 
sidered under § 11(d).” 

Having concluded that our approval 
of Delaware’s plan must be withdrawn, 
we reached the question whether an 
order should be entered under § 11 
(b)(2). Delaware had opposed the 
entry of such an order in its brief and 
in oral argument. It did not question 
the necessity under § 11(b)(2) for 
the dissolution of the company but 
argued that it was diligently seeking 
to comply with the requirements of 
§ 11(b)(2), having filed a plan for 
its liquidation which had met with 
our prior approval, and that therefore 
no order under § 11(b)(2) should be 
issued even if the prior approval was 
withdrawn. However, as we stated in 
our opinion, the good faith of the com- 
pany was not in issue. The entry of 
an order under § 11(b) is no reflection 
on the integrity of the respondent; it 
is an “expression of the Commission’s 
view of what must be done to ensure 
compliance with the statutory stand- 
ards,” * and it provides a procedural 





5 See note 2, supra. 

6 No objection has been taken to this por- 
tion of our order. In fact, Delaware’s latest 
plan provides for a substantial change in the 
allocation of the securities to be distributed 
to its stockholders. 

7The plans suggested by stockholders are 


discussed briefly in our opinion. A more de- 
tailed description of the plans is given in our 
Public Utilities Division’s Statement of Views 
submitted in the proceedings. 

8 American Power & Light v. Securities 
and Exchange Commission (1946) — US —, 
91 L ed —, 66 PUR(NS) 33, 67 S Ct 133; 
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basis to ensure that such compliance 
will be achieved expeditiously. 

At the time of the entry of our or- 
der, over four years had elapsed since 
Delaware had filed its original plan, a 
year and a half had elapsed since we 
had found the dissolution of Delaware 
necessary for compliance with § 11(b) 
(2) ; we had once postponed entry of 
an 11(b)(2) order in the belief that 
consummation of Delaware’s plan 
would accomplish the necessary result, 
but we now were faced with the neces- 
sity of withdrawing our approval of 
the plan. Under the circumstances 
we concluded that it was our duty un- 
der the statute, in order to ensure com- 
pliance as soon as possible, to take 
affirmative action under § 11(b)(2). 
As we have indicated, our order would 
specify the objectives to be attained 
and would not foreclose submission of 
subsequent voluntary plans by Dela- 
ware; it would, however, have the af- 
firmative advantages of bringing into 
play the time limitation provisions of 
§ 11(c) and of making it possible to 
consider plans proposed by the Com- 
mission and by interested stockhold- 
ers. 

After the preparation of our opin- 
ion and shortly before its issuance, 
Delaware on November 6, 1946, filed 
a “Second Amended Plan.” Since 
this plan also provided for the liquida- 


tion and dissolution of the company, 
it was clear that the filing of the plan 
did not call for a reconsideration of 
our findings as to the ultimate result 
necessary under § 11(b)(2). With 
hearings on the plan yet to be held, it 
could not be determined whether or 
not the plan could be found to meet the 
statutory standards nor could we be 
sure that the plan, even if approved, 
would be consummated. On this ba- 
sis, we concluded that it was necessary, 
in order to ensure expeditious com- 
pliance “‘as soon as practicable,” to is- 
sue an 11(b)(2) order. At the same 
time, we stated that Delaware’s new 
plan would be set down for early hear- 
ings.® 

[2] Delaware’s motion and its pres- 
ent objections to the issuance of our 
§ 11(b)(2) order are based almost 
wholly on certain language of the Su- 
preme Court in its opinion in the re- 
cent case of American Power & Light 
Co. v. Securities and Exchange Com- 
mission, supra, note 8.% We find 
nothing in that decision, however, to 
indicate any invalidity either in the 
general policy we have followed in the 
enforcement of § 11 or in the applica- 
tion of that policy in the instant case. 
Indeed, the holding of the American 
Power & Light Case specifically ap- 
proved the entry of the 11(b) (2) or- 
der involved therein and the court’s 





see also Commonwealth & Southern Corp. v 
Securities and Exchange Commission (1943) 
48 PUR(NS) 72, 134 F2d 747, 751 

8 Notice of hearings on the new plan, to 
begin on January 13, 1947, was issued on 
November 29, 1946, Holding Company Act 
Release No. 7026. The hearings are now in 
progress. Certain common and preferred 
—— have indicated their opposition to 


this vi. 

elaware’s brief also places considerable 
aun on the concurring opinion of Mr. 
Justice Rutledge in which he expresses views 
on the interrelation of §§$ 11(b) and 11(e) 
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which are at variance with those expressed in 
the opinion of Mr. Justice Murphy speaking 
for the court. We do not believe that the 
views stated by Mr. Justice Rutledge lead to 
the conclusion that the entry of the 11(b) (2) 
order in the instant case was invalid. But in 
so far as the concurring opinion appears to 
lend any comfort to the position taken by 
Delaware herein, it must be noted, first, that 
it is not the opinion of the court, and, second, 
that its variance from the court’s opinion em- 
phasizes that the majority of the court did 
not subscribe to Mr. Justice Rutledge’s more 
rigid interpretation. 
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discussion of the point makes it clear 
that the Commission’s determination 
to take action under § 11(b) is to be 
governed by the consideration whether 
such action is appropriate as a matter 
of “discretion” and “orderly adminis- 
tration” to carry out the statutory 
mandate to require compliance with 
§ 11(b) “as soon as practicable.” 

In the American Power & Light 
Case, the court sustained the constitu- 
tionality of § 11(b)(2) and affirmed 
orders pursuant to that section requir- 
ing the dissolution of two of the inter- 
mediate holding companies in the 
Electric Bond and Share holding com- 
pany system. Section 11(e) plans had 
been filed by the two companies con- 
cerned during the course of the 11(b) 
‘2) proceedings. The court said (67 
S Ct at p. 149): 

= These plans were designed 
to adjust the companies to the stand- 
ards of § 11(b) (2) without the neces- 
sity of dissolution. Motions were 
made to consolidate the applications 
for approval of these plans with the 
proceedings instituted by the Commis- 
sion under § 11(b) (2), the hearings 
then having been in progress for more 
than a year and the record approach- 
ing completion. The Commission de- 
ferred consideration of the motions 
until it entered the § 11(b) (2) orders 
now under review; it then denied the 
motions and refused to grant hearings 
on the plans in advance of its orders of 
dissolution. It did this, however, only 
after thorough examination of the pro- 
posed plans and after finding that they 
failed to hold out any real promise of 
effectuating the standards of § 11(b) 
(2).” 

The court held that the Commis- 
sion, having given the plans due con- 
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sideration and having found them in- 
complete and inadequate on their face, 
properly had delayed full hearings on 
the plans until the entry of its findings 
and order under § 11(b) (2), at which 
time the plans became moot since it 
was clear that in terms of the Com- 
mission’s findings the plans would not 
serve to effectuate the provisions of 
§ 11(b) (2). 

Delaware suggests that the instant 
case is distinguishable in certain re- 
spects from the American Power & 
Light Case and relies on certain state- 
ments made by the court in the course 
of its discussion. The language relied 
on is set forth in its context (67 S Ct 
at p. 149): 

“We fail to perceive any error in 
this procedure. The filing of the § 11 
(e) plans, of course, did not oust the 
Commission of jurisdiction to enter 
its orders under § 11(b)(2). That 
jurisdiction grows out of the statutory 
command that the Commission declare 
by order, as soon as practicable, what 
each holding company system requires 
by way of integration and simplifica- 
tion. Section 11(e) merely permits 
the holding companies to formulate 
their own programs for compliance 
with § 11(b) or to submit plans in 
conformity with prior Commission or- 
ders under § 11(b), appropriate notice 
and hearing being contemplated. It 
does not necessarily give such plans 
the effect of staying proceedings under 
§ 11(b)(2) where such proceedings 
are initiated prior to the filing of the 
plans. Any other conclusion would 
permit the filing of dilatory plans so as 
to render impotent the power and duty 
of the Commission to enter § 11(b) 
(2) orders as soon as practicable. 

“We assume that the Commission 
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will give due consideration to any 
plans that are filed under § 11(e) be- 
fore it enters a § 11(b)(2) order. If 
it finds that such plans may have merit 
and may effectuate the policies of § 11 
(b) (2), the principles of orderly ad- 
ministration would dictate that entry 
of the § 11(b)(2) order be deferred 
until full bearings are had with respect 
to the plans.™ It might then become 

“22 With reference to § 2796, it was said: 
‘Subsection (e) expressly authorizes a holding 
company subject to the approval of the Com- 
mission and the court to work out a plan of 
reorganization to make unnecessary the is- 
suance of an involuntary order for its re- 


organization by the Commission, . . .’ 
—< Report No. 621, 74th Cong. Ist Sess. 
p. 33.” 


apparent that an involuntary order un- 
der § 11(b) (2) would be unnecessary 
and statutory compliance could be 
worked out solely under § 11(e). But 
where consideration leads the Com- 
mission to the conclusion that the 
plans on their face are incomplete, in- 
adequate, and unlikely to satisfy the 
statutory standards, or where the plans 
are found to have been filed solely for 
purposes of delay, it would be con- 
trary to the statutory policy of prompt 
action to require the Commission to 
hold hearings on the plans before en- 
tering a § 11(b)(2) order. The 
Commission then would have no rea- 
sonable statutory alternative but to en- 
ter the § 11(b)(2) order as soon as 
practicable, especially where the un- 
satisfactory plans are filed long after 
the institution of the § 11(b) (2) pro- 
ceedings. And it is proper for the 
Commission to make an adverse de- 
termination of this nature in regard to 


the § 11(e) plans at the time of entry 
of the § 11(b) (2) order, such matter 
lying within the sound discretion of 
the Commission.” 

We believe that we should interpret 
as necessarily limited to the adminis- 
trative problem in the case before the 
court its statement as to what “the 
principles of orderly administration 
would dictate” with respect to defer- 
ring the entry of a § 11(b) order until 
full hearings are had with respect to a 
prima facie meritorious § 11(e) plan. 
That problem had been the subject of 
argument and had been brought to 
focus by the differences between the 
majority and the concurring opinions 
on the point. In the American Power 
& Light Case, supra, unlike the pres- 
ent case, the Commission’s § 11(b) 
(2) orders were substantially at vari- 
ance with the objectives embodied in 
the § 11(e) plans. Thus the 11 (b) 
(2) orders required dissolution of 
American and Electric, two inter- 
mediate holding companies in the 
Electric Bond and Share system, 
while the plans submitted proposed 
their recapitalization, limitation of 
their holdings to one or more integrat- 
ed public utility systems retainable un- 
der the standards of § 11(b)(1), and 
continuation of American and Electric 
as the corporate entities holding such 
retainable system or systems under 
common control. Entry of the 11(b) 
(2) orders under those circumstances 
amounted, in effect, to a rejection of 
the 11(e) plans without hearing other 
than had been accorded in the 11(b) 
(2) proceeding.“ Again, in that case 





11 The Commission’s brief (p. 140), while 
conceding petitioners’ right to action on their 
plans at an appropriate time, pointed out that 
the Commission had in effect already ruled 
that dismissal would be a proper course; and 
that the proponents had never pressed for 
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hearing on their plans after entry of the order 
under review but had restricted themselves to 
presenting more specific and limited proposals 
for compliance with § 11(b), many of which 
had been approved by the Commission prior 
to argument of the case in the Supreme Court. 
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the Commission itself had rested its 
entry of the 11(b)(2) orders, prior 
to a hearing on the § 11(e) plans, on 
the indications that the plans were on 
their face incomplete, inadequate, and 
dilatory in purpose. That case did 
not present any question of whether it 
is good administration for the Com- 
mission to enter an 11(b)(2) order 
prior to hearing on an 11(e) plan, 
when the plan is assumed to be meri- 
torious on its face but the order merely 
requires action consistent with the 
plan, which action the Commission 
had previously found necessary for 
compliance with § 11(b)(2) and the 
proponent company had consistently 
conceded to be necessary during a pe- 
riod of four years’ consideration of its 
11(e) plans. 

[3] Nor do we believe that the Su- 
preme Court in adverting to the prob- 
lem of timely accomplishment of the 
Commission’s statutory duties intend- 
ed to limit the Commission to taking 
into account to the exclusion of other 
factors the delay that might result 
from withholding entry of the 11(b) 
(2) order pending determination of a 
purposely dilatory plan; to the exclu- 
sion, for example, of consideration of 
the Commission’s experience in this 
case that the absence of a § 11(b) order 
had prevented the Commission from 
giving affirmative consideration to 
competing plans filed by security hold- 
ers although it had found the earlier 
11(e) plan filed by the company in- 
adequate to meet the conditions then 
confronting it. Delaware’s argument 
appears to us to twist the quoted lan- 
guage in the American Power & Light 
Case inte a rigid rule of law as distin- 
guished from an observation with re- 
spect to the application to that case 


of the principles of orderly adminis- 
tration. 

[4] While Delaware recognizes that 
its present § 11(e) plan was filed far 
closer to the termination of the § 11 
(b) (2) proceedings than was the case 
with American Power & Light’s 11 
(e) plan, it is argued that there is a 
distinction here because Delaware’s 
first 11(e) plan was filed prior to the 
institution of the 11(b)(2) proceed- 
ings. We do not think that the filing 
of that plan operated to deny the Com- 
mission jurisdiction under § 11(b) 
(2). That jurisdiction is quite inde- 
pendent of § 11(e). Moreover, the 
§ 11(e) plan to which Delaware refers 
was superseded by an amended plan 
which has now been disapproved. The 
argument thus comes down to an as- 
sertion that an 11(b)(2) order 
can never issue if the institution 
of 11(b)(2) proceedings has been 
preceded by any filing under § 11 
(e), even of a plan which has been 
rejected. We think such an argument 
is so obviously invalid as not to require 
further comment. Cf. Re The United 
Corp. (1941) 10 SEC 418, 421-424, 
41 PUR(NS) 3. 

A second ground of distinction 
urged by Delaware is based on the fact 
that the old plan was at one time ap- 
proved by the Commission and that 
the Commission applied to the district 
court for its enforcement. But, as has 
been pointed out, the Commission aft- 
er full hearing subsequently vacated its 
order of approval after finding that 
changed circumstances indicated that 
the plan was no longer fair and equi- 
table. No challenge has been taken 
either to this finding or to that portion 
of the order vacating prior approval of 
the plan. The status of the old plan is, 
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therefore, exactly the same as though 
it had been originally disapproved. 
Thus the basis for the entry of the 
11(b)(2) order in the instant case is 
even stronger than in the American 
Power & Light Case since the order 
here was issued only after full hearing 
and disapproval of the earlier 11(e) 
plan. In so far as this argument is 
advanced to indicate Delaware’s good 
faith in filing its plans, we have already 
discussed above and in our previous 
opinion the reasons why the company’s 
good faith is not in issue. 

[5] Finally, Delaware urged that 
the new plan had not yet been the sub- 
ject of a hearing under § 11(e)._ As 
we have indicated, this plan is now the 
subject of a pending hearing and will 
be given proper consideration at the 
conclusion of such hearing. However, 
it is clear that the filing of this new 
plan cannot operate as a stay to pre- 
vent otherwise appropriate action un- 
der § 11(b)(2). As the court stated 
in the American Power & Light Case, 
such a filing does not “oust the Com- 
mission of jurisdiction to enter its or- 
ders under § 11(b)(2). That juris- 
diction grows out of the statutory 
command that the Commission declare 
by order, as soon as practicable, what 
each holding company system requires 
by way of integration and simplifica- 
tion.” (67S Ctatp. 149). 


[6] The ultimate objective specified 
in our 11(b)(2) order is identical 
with the ultimate objective of each of 
the company’s plans. The company 
has never disputed the validity of that 
objective. Accordingly, its challenge 
here in substance and effect is that it 
should not be placed under any com- 
pulsion to comply with § 11(b). This 
challenge takes no account of the pos- 
sibility of a good-faith difference of 
opinion which might make for inordi- 
nate delay in the submission and con- 
sideration of a series of 11(e) plans 
which the Commission is unable to ap- 
prove and of the fact that, absent an 
11(b) (2) order, neither the Commis- 
sion nor any other interested party can 
ensure that a plan which does meet the 
statutory standards for compliance 
with § 11(b) will be approved and sub- 
mitted to the courts. As we see it, the 
compulsion of an 11(b)(2) order, 
which brings into play the provi- 
sions of §§ 11(c) and 11(d), is not 
only appropriate but obligatory when 
it is considered necessary to ensure 
expeditious compliance with the 
act. 

For the reasons stated, we must de- 
ny the motion to modify our order of 
November 8, 1946, 66 PUR(NS) 
364. 


An appropriate order will issue. 
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ARIZONA EDISON CO., INC. v. CALIFORNIA ELEC. P. CO. 


ARIZONA CORPORATION COMMISSION 


Arizona Edison Company, Incorporated 


California Electric Power Company 


Docket No. 9850-E-1010, Decision No. 16938 
December 24, 1946 


OMPLAINT by electric utility against competition of foreign 
power company; boundary line established between service 
areas. For earlier decisions bearing on this controversy, see 


(1944) 55 PUR(NS) 247 and (1945) 61 PUR(NS) 5. 


Monopoly and competition, § 2 — Commission policy — Electric utilities — Public 
interest. 
1. The Commission, in considering an electric utility’s complaint against a 
competitor’s extending its lines beyond its service area, is primarily con- 
cerned with preserving favorable conditions and promoting public interest 
in the area rather than what may appear temporarily to be the narrow pri- 
vate interests of the companies involved, p. 48. 


Monopoly and competition, § 2 — Regulated monopoly. 
2. The regulated monopoly is a universally accepted principle of utility 
law by which, in consideration of having its rates, charges, and practices 
regulated by public authority, a utility is allowed to serve a given area free 
from competition, p. 49. 


Monopoly and competition, § 2 — Effect — Duplication of facilities — Relation 
to rates. 
3. Utility competition, though at first glance promising lowér rates, neces- 
sarily must have just the opposite effect because of the duplication of facili- 
ties and cost increases which competition involves, p. 49. 


Certificates of convenience and necessity, § 19 — Commission jurisdiction — Rate 
and service questions. 
4. With the passage of the Public Service Corporation Act, the determina- 
tion of the public convenience and necessity for a particular service was 
divested from local authorities and placed in the hands of state Commis- 
sioners who were authorized to issue certificates and regulate rates and 
service, p. 50. 


Certificates of convenience and necessity, § 19 — Use of highways — Permits from 
local authorities — Dual supervision. 
5. A utility which as an incident to its operation must occupy a public high- 
way is subject to the dual supervision of the city or county authorities 
who have jurisdiction over the highways and the Public Service Commis- 
sion, which is empowered to determine whether public convenience and 
necessity require the proposed service, p. 50. 
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Certificates of convenience and necessity, § 86 — Highway permits — Revoca- 
tion — Commission action. 


6. No Commission action is called for or proper if any of the highway 
permits of a utility operating under a state certificate expire or become 
subject to forfeiture, since the action of the local authority in ousting a 
utility from the streets will solve the situation by making continued service 
impossible no matter what the Commission might think about the matter, 


p. 51. 
Monopoly and competition, § 2 — Invasion of territory — Primary concern of 
Commission. 


7. The Commission, in resolving a complaint against the invasion by one 
utility of the territory of another, is not concerned with creating sensational 
and disturbing legal situations but is concerned with getting vital utility 
service into the hands of the public abundantly and efficiently and at mini- 
mum cost consistent with the stability of public service agencies, p. 51. 


Monopoly and competition, § 15 — Power of Commission — Segregation of utility 
territories — Constitutional questions. 
8. It may well be doubted whether a Commission could, with due regard for 
constitutional principles or common justice, evict from a given territory, 
in the interest of avoiding competition, a sound and going utility which has 
made large investments in facilities and is rendering adequate service at 
reasonable rates and giving every promise of ability to continue to do so, 
p. 51. 
Monopoly and competition, § 16 — Jurisdiction of Commission — Division of 
territory — Prospective order. 
9. A Commission has authority to draw a line of demarcation between the 
service areas of competing electric utilities under its power to prevent harm 
to the utilities and the public, provided the order establishing service areas 
is prospective and will not affect equipment or facilities already in opera- 
tion, p. 52. 
Monopoly and competition, § 29 — Territorial agreement — Right to disclaim — 
Public acceptance. 
10. Utilities which for a 25-year period have respected an agreement estab- 
lishing a division of service area cannot disclaim the agreement and com- 
pete with one another after public interest and welfare has accommodated 
itself to the status so established, p. 52. 


¥ 
By the Commission: This matter That the Respondent has construct- 


comes before us on rehearing ordered ed and extended its plants, lines, and 
by the Commission following Decision system so as to interfere with the lines, 





No. 15860, dated October 15, 1945, 
61 PUR(NS) 5. The complaint and 
petition filed by Arizona Edison Com- 
pany, Inc., herein referred to as “‘Peti- 
tioner” against California Electric 
Power Company, herein called “Re- 
spondent” alleges several grounds as 
follows: 
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plant, and system of the Petitioner 
and threatens to continue to do so; 

That the Respondent is carrying on 
and transacting public service business 
unlawfully in Yuma county in that it 
is a foreign corporation not authorized 
by law to conduct such business in 
Arizona; 
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That Respondent has extended its 
lines within the city of Yuma and in- 
to areas where it has no certificate of 
public convenience and necessity ; and, 

That Respondent has extended its 
lines within and without the city of 
Yuma in competition with Petitioner’s 
service and in violation of Decision 
No. 15008 rendered August 30, 1944, 
in Docket No. 8882—E-909. [See 55 
PUR(NS) 247.] 

The town of Somerton, a municipal 
corporation, and Yuma Valley Water 
Users’ Association, both served by the 
Respondent, intervened in opposition 
to the complaint. Hearings were held 
at Yuma on April 4-6, and at Phoenix 
April 25, 26, 1946. Numerous wit- 
nesses appeared on behalf of the re- 
spective parties, including the inter- 
venors, and a transcript of testimony 
embracing 862 pages is before us, to- 
gether with some 28 exhibits. 

Careful consideration has been given 
to the facts as presented in the record 
and to the arguments of counsel, and 
also the history of public service in 
and about Yuma as disclosed by sev- 
eral antecedent orders of the Com- 
mission relating to that matter. 

The Petitioner, together with its 
grantors and predecessors, has been 
engaged in the sale and distribution 
of gas, water, and electricity in the 
city of Yuma since about the year 
1892 and, for the greater part of that 
period, also, in a small area of county 
territory adjacent to the city on the 
south. The Respondent is successor 
to Yuma Utilities Company which, in 
turn, was successor to Sanguinetti 
and Ewing, copartners, who, in 1919, 
under a certificate of public conven- 
ience and necessity, issued in that year 
by the Commission, began the public 
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sale and distribution of electric energy 
in Yuma county surrounding the city 
of Yuma and in the town of Somerton, 
Yuma Valley, and Yuma Mesa, all 
lying generally south of the city of 
Yuma. In this proceeding only the 
distribution of electric energy is in- 
volved. 

The whole area is one of the most 
prosperous and desirable portions of 
the state, the city of Yuma being a 
division point on the Southern Pacific 
Railroad and an important trading and 
commercial center, supported by a rich 
agricultural area irrigated by an abun- 
dant water supply from the Colorado 
river, highly productive of all prod- 
ucts of the soil and favored by a sub- 
tropical climate so that the area origi- 
nated large shipments of perishable 
produce in the winter and early 
months. As indicative of the growth 
of the community it was shown that, 
on Petitioner’s system, the consump- 
tion of electric energy has risen from 
2,000,000 to 10,000,000 kilowatt 
hours per annum in the period of the 
past ten years. The use of this im- 
portant form of power in Respondent’s 
territory has increased corresponding- 
ly. 

The Commission has watched the 
conditions of public service in the 
Yuma area with interest, and, from 
time to time, has examined the earn- 
ings and rates of the two utilities here 
involved. It is gratifying to observe 
that, from the large number of wit- 
nesses appearing at the hearings, there 
came scarcely more than a trace of 
criticism of either company, but on the 
contrary, a number of the most rep- 
resentative citizens, customers of one 
or the other of the two companies, ex- 
pressed general and wholehearted 
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satisfaction with the service and rates 
of the respective public agencies. 
Both companies are in excellent finan- 
cial condition and well managed. By 
a coincidence, they are approximately 
of the same size, the Petitioner serving 
some 2,500 and the Respondent some 
2,100 customers. There territory 
served by the former is naturally more 
congested, occupying some 2 square 
miles, while the Respondent’s system 
is spread over some 100 square miles. 
The latter distributes about 60 per 
cent more kilowatt hours per year 
than the Petitioner. 


[1] The Commission is, of course, 
primarily controlled by the purpose to 
preserve these favorable conditions 
and to promote the public interest and 
welfare of the whole Yuma area, 
rather than what may appear tem- 
porarily to be the narrow private in- 
terest of the companies involved. But, 
fortunately, the interest of the public 
and the interest of the utility serving 
that public, are, in the long run, near- 
ly, if not entirely, the same thing. 
Neither can permanently prosper with- 
out the other. 


From 1919 to 1944, the two utili- 
ties operated under very satisfactory 
conditions pursuant to a stipulation 
entered into between them and filed 
with the Commission, which appor- 
tioned territory so as to result, with 
a few minor exceptions, in almost 
complete segregation, which was fairly 
maintained during all the period 
named. A map introduced in evidence 
spots in different colors the build- 
ings served by the respective utilities, 
and clearly shows the division line be- 
tween them. That line is described 
as: Beginning at the northwest cor- 
ner of the city of Yuma at the Colora- 
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do river ; thence south along the mid- 
dle of 23rd avenue to the East Main 
canal ; thence easterly along the middle 
of said canal to 1lth avenue; thence 
south along the middle of 11th avenue 
to 8th street; thence east along the 
middle of 8th street to 6th avenue; 
thence south along the middle of 6th 
avenue to 16th street; thence east 
along the middle of 16th street to the 
city limits; thence on a southerly di- 
rection following the city limits to a 
point where the said city limits inter- 
sects the east boundary of U. S. High- 
way No. 80; thence south to the inter- 
section of Highway No. 80 and 10th 
street; thence east to a point being 
the intersection of said center line with 
the center line of Maple avenue ex- 
tended in a southerly direction ; thence 
north to the middle of 12th street; 
thence west to the intersection of 12th 
street and First avenue; thence north 
along the center of First avenue to 
the intersection of 10th street and 
First avenue; thence east along the 
middle of 10th street to Arizona ave- 
nue; thence north along the middle of 
Arizona avenue extended north to 8th 
street, the South City limits; thence 
east along the middle of 8th street to 
the easterly boundary line of the right 
of way of the Southern Pacific Rail- 
road; thence in a northerly direction 
along said easterly boundary line of 
said right of way to the Colorado 
river. With few exceptions, Petition- 
er’s services are within that boundary, 
while the Respondent’s are outside 
thereof, but include the Southwestern 
Ice and Cold Storage Company within 
the city of Yuma. 

It is significant to observe that, al- 
though the two systems were in con- 
tact along the division line between 
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them, yet, during the whole period of 
twenty-five years following 1919, only 
one or two disputes of any consequence 
occurred and those were promptly 
settled with the concurrence of the 
Commission by both parties, reverting 
to the requirements of their stipula- 
tion. It is, therefore, beyond question 
that these two public service agencies 
not only can, but did, even under 
various changes in management, co- 
Operate efficiently and peacefully not 
only to their mutual benefit, but also 
to the promotion of the public welfare. 

[2, 3] It would seem to be too late 
to doubt the universally accepted prin- 
ciple of utility law known as regulated 
monopoly, by which, in consideration 
of having its rates, charges and prac- 
tices regulated by public authority, the 
utility is allowed to serve free from 
competition a given area. The equally 
well-known purpose of that system is 
to avoid the inevitable economic loss 
and waste that follows duplication or 
paralleling of the lines and facilities 
of competing companies. Since rates 
are based upon the cost which the 
utility incurs to render the service plus 
its profit or return, anything which in- 
creases cost tends to increase rates, or, 
if it does not actually increase them, 
postpones the day when rate reduc- 
tions would be in order. It is in evi- 
dence here that, as a rough average, 
the investment in distribution facilities 
necessary to serve a mile of urban 
street is $7,400, while the cost of a 
mile of rural line and facilities is about 
$1,900. Obviously, if two companies 
serve along the same urban street or 
the same rural highway, these costs 
will be each approximately doubled, 
to say nothing of other expenses such 
as operation, maintenance, deprecia- 
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tion, etc. These larger costs must be 
paid for by the public. No one is any 
more aware of these principles than 
the managements of the two utilities 
here concerned, and even some of the 
lay witnesses at the hearings showed 
that they were quite well informed up- 
on the subject. Utility competition, 
though seemingly at first promising 
lower rates, necessarily, in the end, 
must have just the opposite effect. 

The particular conflicts giving rise 
to this proceeding followed Decision 
No. 15008 issued by the Commission 
(Mr. Commissioners Betts and Peter- 
sen) August 30, 1944, 55 PUR(NS) 
247. That order was undoubtedly 
never intended to have the effect which 
the parties hereto seem to have read 
into it, and it is to the credit of neither 
of them and inconsistent with their 
prior conduct that they so promptly 
sprang into such aggressive action. 
During the six or eight months follow- 
ing the entry of that decision, each of 
the parties indulged in _ repeated, 
though comparatively unimportant, 
extensions of lines and services into 
territory theretofore served exclusive- 
ly by the other, and they did so with 
comparatively little advantage to them- 
selves and none to the public. 

At this point, another very signif- 
icant fact must be mentioned which 
has not escaped the notice of the Com- 
mission, though neither party has 
mentioned it. That is, that, from the 
time the first hearings began in this 
matter in May, 1945, and from the 
close of that hearing to the present, 
almost a year and a half, although no 
express or implied admonition was giv- 
en by the Commission to effect it, com- 
plete harmony has existed between the 
two utilities and not a single so-called 
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invasion or infraction has occurred. 
This peculiarity cannot be explained 
except by the fact that the mere pend- 
ency of this proceeding before the 
Commission and the knowledge that 
the parties were under inspection and 
examination of the Commission, ef- 
fected a voluntary mutual tolerance 
and forbearance and an understanding 
codperation in keeping with their 
former conduct and good sense. 
These circumstances, together with the 
whole background of history of public 
service in the area demonstrates that 
stabilized conditions and circumspect 
and businesslike utility operations in 
this territory are far from being so 
hopeless as counsel’s bristling argu- 
ments would seem to imply. 

While Decision No. 15008 mani- 
festly leaves much to be desired by 
way of clarity and precision, we do 
not regard that order as the challenge 
to battle which the parties here seem to 
have considered it and it seems clear 
that the Commissioners writing the 
decision were disarmed by the regular 
conduct and good judgment which the 
parties had so long exhibited. Both 
utilities assert with apparent good 
faith and some color of logic that what 
they did following the issuance of the 
decision was rightfully done in accord- 
ance with its terms. Since none of the 
extensions appear to be of major im- 
portance in proportion to the over-all 
picture, we are not disposed to disturb 
them. 

But, since the decision mentioned 
appears to be subject to abuse, we 
think it necessary to modify it by an 
order which will, as nearly as pos- 
sible, restore the balance between the 
parties and also the balance between 
both of them and the public interest. 
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Much argument is indulged and 
numerous cases are cited in the briefs, 
pro and con, regarding the respective 
franchise rights of the two parties, 
particularly, as to whether the Peti- 
tioner’s franchise in the city of Yuma 
is valid or whether or not it extends 
to portions of the city annexed sub- 
sequently to its granting and, also as 
to whether such annexations resulted 
in terminating the county franchise of 
the Respondent in those annexed 
areas. It is significant that all of the 
authorities cited upon these matters 
are decisions of courts and none of 
said decisions support the judicial 
power of the Commission to try these 
titles. 

[4,5] Prior to the advent of Com- 
mission regulation under public utility 
statute, local councils and boards of 
supervisors granted franchises which 
were deemed not only to allow the use 
of the public thoroughfares for poles, 
pipes, rails, or other facilities, but also 
gave the right to do a public utility 
business in the franchise area and, not 
infrequently, such franchise, by their 
terms reserved the right in local bodies 
to regulate rates and to revoke the 
franchises if adequate service were 
not rendered. Public Service Cor- 
poration Acts, however, placed the de- 
termination of the public convenience 
and necessity for a particular service 
in the hands of Commissioners which 
were to issue their certificates for that 
purpose covering a particular city or 
county or portion thereof, and the 
regulation of rates and service was 
likewise divested from the local au- 
thorities. The latter, however, being 
charged with the upkeep and super- 
vision of highways in their respective 
governmental areas, retained the right 
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to grant franchises covering merely 
the use of the highways and providing 
for the location and care of the utility 
facilities so as not to impede traffic 
or other ordinary use of the highways. 
Thus, utilities in entering a given field 
are subject to a dual supervision, the 
right to occupy the highways is ob- 
tained from city or county authorities, 
while the right to conduct business as 
a public utility is secured through cer- 
tificates issued by the Commission. 

[6] If, therefore, as counsel insist, 
any of the franchises of Petitioner or 
Respondent are invalid or have ex- 
pired or become subject to forfeiture, 
no action by this Commission is called 
for or is proper. The matter will solve 
itself, for, if a utility be ousted from 
the streets, it would be unable to ren- 
der service in that area no matter 
what this Commission might think 
about the matter. In such event, this 
Commission would be concerned with 
the question of what other agency 
should occupy that area, but there is 
nothing that this Commission can do 
or should do, either to hasten or re- 
tard the action of the duly elected pub- 
lic officers of the city or county who 
have jurisdiction in such matters. 
Since such questions must ultimately 
be decided by the courts, it would be 
unseemly for this Commission to prej- 
udice those determinations by an ex- 
pression of views upon that phase of 
the case. 

[7] Essentially the same is true of 
the arguments which occupy a large 
portion of the briefs of counsel relating 
to charges and countercharges of some 
complexity respecting the authority or 
competency of one or the other corpo- 
ration to do business as a utility com- 
pany in Arizona. These arguments 
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attain great technicality, cover differ- 
ent periods exhibiting various condi- 
tions, and, though a maze of legal 
verbiage reach results seriously dis- 
astrous to one or both of the parties, 
if not to other like utilities in this 
state. Through a period of many 
years it has never occurred to this 
Commission to question the standing 
of either of the parties or their pred- 
ecessors, but this Commission has re- 
peatedly, in its orders, recognized each 
of them adequately qualified, and noth- 
ing seems to have occurred of a prac- 
tical or obvious nature to differentiate 
either of them from other companies 
rendering public service in this state. 
This Commission is not concerned 
with creating sensational and disturb- 
ing legal situations, but is concerned 
with getting vital utility services into 
the hands of the public abundantly and 
efficiently and at minimum cost con- 
sistent with the stability of the public 
service agencies. 

[8] A great deal has been said in 
the briefs respecting the powers of the 
Commission to segregate the terri- 
tories of the two utilities or to fix the 
boundary separating them or evict one 
from and introduce the other into a 
given area, though but few authorities 
have been cited to support or deny that 
authority. It may well be doubted 
whether any administrative or regula- 
tory body could with due regard for 
constitutional principles or common 
justice evict from a given territory a 
sound and going utility which had 
made large investments in facilities and 
was rendering adequate service at rea- 
sonable rates and giving every promise 
of ability to continue to do so. At 
least not a hint of precedent for such 
action is afforded us. 
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[9, 10] But on the plainest princi- 
ples of utility regulation sanctioned by 
long practice and general acceptance 
and in obvious advancement not only 
of the public welfare but of the very 
public service corporations themselves, 
the Commission unquestionably has 
the power to do what is necessary to 
prevent harm to both the public and 
to the utilities. The Commission can- 
not be blind to what any ordinary men 
can see, that is, the line of demarcation 
between two utility systems which 
have been operating for years ap- 
proaching, but not crossing that line 
into each other’s areas. Any doubt ex- 
pressed about the Commission’s pow- 
er to recognize and perpetuate that 
line and preserve the separation of the 
two systems is fully dispelled by the 
obvious fact that the result arises not 
so much from the powers of the Com- 
mission as from the election of the 
utilities themselves. By their own de- 
liberate and voluntary choice and long- 
continued conduct, each of them has 
waived and abandoned any right 
which it may have had originally to 
enter the territory so long deemed 
and admitted to belong to the other. 
Meanwhile, the public interest and 
welfare intervened and accommodated 
itself to the status so established. The 
companies made their own offer ; they 
announced their own program and the 
public accepted it, so that each of these 
utilities estopped itself as to the 
other and, also, as to the public 
to depart so radically from the condi- 
tion thus established and relied upon. 
A utility cannot, before this Commis- 
sion, claim what, for twenty-five years, 


it has disclaimed. Any claim by ei- 
ther Petitioner or by the Respondent 
of right to serve the public in territory 
so long conceded exclusively to the 
other must, therefore, be denied. In 
fact, it does not appear that any such 
claim has been sanctioned, except so 
far as may have resulted from the con- 
struction placed by the respective par- 
ties on our order of August 30, 1944. 
Since that order was largely respon- 
sible for the present attitude of the 
parties, the Commission has only to 
remove the inducement. 

It is, therefore, ordered, that the 
above-described line is hereby estab- 
lished as dividing the service areas of 
the respective parties hereto and that 
neither the Petitioner nor the Re- 
spondent shall hereafter extend or 
construct any electric service line 
across the above-described boundary 
line or take on any additional custom- 
er or render electric service to any ad- 
ditional premises in the territory of 
the other party ; 

It is further ordered: That service 
lines of either party now existing in 
territory of the other party may be re- 
tained and existing service continued 
but no additional service lines or serv- 
ices shall be extended or rendered 
therefrom ; 

It is further ordered: That either 
party may construct, maintain, and op- 
erate in territory of the other party, 
high voltage or main supply lines, sub- 
stations or other facilities not used di- 
rectly for the service of customers or 
otherwise to avoid the purposes of this 
order. 
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COLORADO PUBLIC UTILITIES COMMISSION 


Re Citizens Utilities Company 


Case No. 4932, Decision No. 27319 
January 14, 1947 


NVESTIGATION to determine rights in funds impounded during 

litigation over rates for natural gas sold to a distributing com- 

pany; customers of local company held entitled to reparation 
in amount of impounded funds less expenses. 


Depreciation, § 26 — Inadequacy of past rates. 
1. Customers should not be penalized by having to make up for past inade- 
quacy of depreciation rates, although a utility is entitled to insist upon a 
reasonable rate of depreciation to be applied in the future, p. 56. 


Rates, § 180 — Reasonableness — Voluntary reduction. 
2. The action of a distributing company, in voluntarily reducing rates dur- 
ing a period when funds of a gas supply company are impounded pending 
appeal and in making a further reduction after affirmance of a Federal 
Power Commission order requiring a wholesale rate reduction, amounts to 
an admission that the rates assessed and collected during the impoundment 
period were excessive and unreasonable, p. 58. 


Reparation, § 43.1 — Rights of ultimate consumers — Public support of com- 
pany’s claim. 
3. The rights of consumers of a distributing company to the benefit of 
funds impounded during litigation over wholesale rates are not barred even 
though no customers appear in a reparation proceeding but local representa- 
tives support a company request for division of the impounded funds; and 
the Commission, disregarding such requests, can order reparation, p. 59. 


Reparation, § 49 — Procedure — Complaint by Commission. 
4. The Commission may properly proceed on its own complaint to determine 
the rights of customers of a distributing company to funds impounded dur- 
ing litigation over wholesale rates, even though no customer has made a 
complaint seeking reparation, p. 59. 

Reparation, § 12 — Powers of state Commission —Impounded funds. 
5. The state Commission has authority to determine whether a local dis- 
tributing company has charged reasonable rates during a period when funds 
paid to a wholesale company were impounded, pending litigation over a 
wholesale rate reduction order of the Federal Power Commission, and to 
enter an appropriate order requiring reparation to ultimate consumers in 
the amount of impounded funds to which the local company is entitled, 
p. 59. 

Reparation, § 43.1 — Distribution of refunds — Charges to distributing utilities — 

Benefit to ultimate consumers. 
6. Funds paid into court by a wholesale natural gas company pending the 
review of a rate order of the Federal Power Commission belong to the ulti- 
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mate consumers of a distributing company reselling the gas, when payment 
of any part of the fund to the distributing company would result in its 
earnings during the impoundment period exceeding a reasonable return on 


its investment, p. 59. 


Reparation, § 12 — Jurisdiction of state Commission — Funds impounded by court. 


7. A state Commission, and not the Federal court, has jurisdiction to de- 
termine to whom a fund on deposit with the court belongs, where the fund 
has been impounded pending an appeal from an order of the Federal Power 
Commission reducing rates for wholesale natural gas sold to a distributing 
company under the jurisdiction of the state Commission, p. 59. 


APPEARANCES: E. B. Evans, Den- 
ver, for the Commission; Harold 
Mudge, Denver, for the Veterans Bu- 
reau; Lawrence Thulemeyer, La Jun- 
ta, and J. L. Rice, Denver, for re- 
spondent, Citizens Utilities Company. 


By the Commission: The Citizens 
Utilities Company, respondent, is a 
public utility corporation, having its 
principal office at 125 East Putnam 
avenue, Greenwich, Connecticut. It 
operates plants in different states, in- 
cluding one for distribution of natural 
gas at retail to consumers in and near 
the towns of La Junta, Swink, Rocky 
Ford, Las Animas, Ordway, Manzan- 
ola, Ft. Lyon, and Fowler, Colorado, 
serving some 3,600 consumers. (The 
Colorado property is herein referred 
to as “Colorado District.”) It is a 
public utility, as defined in § 3, Chap 
137, 1935 Colorado Statutes Anno- 
tated, and is subject to the jurisdiction 
of this Commission. 

Since 1935, respondent has pur- 
chased its supply of natural gas from 
the Colorado Interstate Gas Company, 
which, for convenience, we shall call 
the “Wholesale Company.” 

Early in 1939, the Federal Power 
Commission instituted an investiga- 
tion as to the reasonableness of the gas 
rates charged by the Wholesale Com- 
pany to respondent and other compa- 
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nies engaged in retailing natural gas. 
The result was an order by the Power 
Commission [3 FPC 32, 43 PUR 
(NS) 205] that the Wholesale Com- 
pany should so reduce its rates as to 
diminish its annual income from the 
sale of gas by at least $2,065,000. On 
appeal, the order was sustained. (Col- 
orado Interstate Gas Co. v. Federal 
Power Commission [1944] 54 PUR 
(NS) 1, 142 F2d 943; [1945] 324 
US 581, 89 L ed 1206, 58 PUR(NS) 
65, 65 S Ct 829.) 

When the appeal was taken from the 
Power Commission to the tenth cir- 
cuit court of appeals, the Wholesale 
Company obtained a stay of the Com- 
mission’s order reducing the rates 
pending the appeal, on condition that 
the Wholesale Company deposit with 
a depository designated by the court 
the difference between the rates then 
charged by the Wholesale Company to 
respondent and others and the new 
lowered rates prescribed by the Power 
Commission. The deposits were 
made by the Wholesale Company dur- 
ing the period the appeals were pend- 
ing from May 20, 1942, to September 
25, 1945 (which we shall call the “Im- 
poundment Period”), whereby a fund 
of several million dollars was accumu- 
lated, which contained $176,278.82, or 
thereabout, on account of excessive 
rates charged for gas purchased by re- 
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spondent from the Wholesale Compa- 
ny during the Impoundment Period. 

When the matter of distribution of 
the accumulated fund came before the 
circuit court of appeals in the case of 
Colorado Interstate Gas Co. v. Federal 
Power Commission, No. 2550, pend- 
ing in that court, the respondent 
sought to have paid to it the part of the 
impounded fund collected from re- 
spondent by the Wholesale Company. 
This Commission thereupon instituted 
this proceeding with a view to seeing 
that such part of the impounded fund 
was properly applied as between re- 
spondent and its customers, and to in- 
quire generally as to the respondent’s 
practices relating to accounting, capital 
structure, etc., affecting rates charged 
customers, as authorized by the Public 
Utilities Act (Chap 137, 1935 Colo- 
rado Statutes Annotated). To keep 
the impounded fund intact until this 
proceeding could be determined, this 
Commission intervened and requested 
the court to hold the part of the fund 
here involved until the Commission 
could act in this matter. The court 
made the requested order, and the part 
of the fund with which we are here 
concerned still remains in the hands of 
the court’s depository. 


In its answer in this proceeding, re- 
spondent claimed to be the owner of 
all the impounded fund in so far as 
collected from it; but proposed that, if 
paid to it, after deducting the fees of 
the clerk of the court and depository, 
it, in turn, would distribute therefrom 
one-half of the remaining amount 
among the customers who purchased 
gas from it during the Impoundment 
Period, and would devote the remain- 
ing half, less respondent’s additional 
income taxes attributable to the por- 


tion so retained by it, to replacing gas 
mains and service connections in the 
communities served by it in Colorado. 
Hearings were had January 18 and 
June 10, 1946. 


It was shown by oral and documen- 
tary evidence, and by samples of re- 
moved pipe, at the first hearing, that, 
in about 85 per cent of the territory 
served by respondent, a peculiar soil 
condition exists, which causes under- 
ground gas pipe to deteriorate very 
rapidly, due, apparently, to galvanic 
and electrolytic action and oxidation. 
Samples of pipe removed from re- 
spondent’s mains were badly corroded 
and eaten, and contained numerous 
holes. Although records have not 
been kept of the exact time within 
which pipe thus became useless, its 
manager testified that, in a number of 
areas involved, the life of pipe has 
not exceeded six to ten years. He es- 
timated that 112,862 thousand cubic 
feet of gas had escaped from the mains 
and service connections, during the 
Impoundment Period, resulting in a 
loss to respondent of some $28,000. 
The Commission’s utility engineer 
made an extensive examination of re- 
spondent’s mains in situ. His report 
is a part of the record and fully cor- 
roborates the respondent’s evidence 
as to corrosive soil conditions and the 
deteriorated and leaky state of large 
amounts of its pipe. Respondent’s 
manager testified to industrious effort 
made to overcome the rapid pipe im- 
pairment, which had not been success- 
ful. However, it was thought that 
methods of covering the pipe have now 
been developed that will stop the 
trouble to a large extent. He estimat- 
ed it would cost respondent about $80,- 
000 to replace pipe no longer usable 
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with new covered pipe, and to cover 
the still usable pipe. 

In determining this matter, the re- 
spondent’s depreciation reserve ac- 
count should be considered. As of 
December 31, 1945, the balance in that 
account, as shown by respondent’s 
books, was $118,117.88. A study of 
this account during the period Feb- 
ruary 1, 1928, to December 31, 1945, 
shows a disregard of the System of 
Accounts for Gas Utilities promulgat- 
ed by this Commission. For instance, 
in 1932, the respondent added $126,- 
000 to this account. This was prior 
to the reorganization of respondent 
under the Bankruptcy Act in 1935. In 
1935, the respondent withdrew $80,- 
000 of this advance, and, in 1936, it 
withdrew the remaining $46,000. No 
explanation has been offered by Re- 
spondent to explain the reasons 
prompting the addition of the $126,- 
000 to this account. After having 
once been credited to this account, the 
amount should not have been removed 
therefrom without this Commission’s 
approval. 


The respondent contends that the 
unusual situation relative to the short 
life of pipe in much of its Colorado 
property entitles it to lay claim to all, 
or at least to a part of, the refund. 
However, it proposes to use only half 
of said sum, or $88,139.42, for re- 
habilitating its property, i. e., replacing 
pipe and other items of property de- 
teriorated by the peculiar soil condi- 
tions. This corresponds closely to the 
estimate of $80,000 made by respond- 
ent’s manager. It should be here not- 
ed that the depreciation reserve ac- 
count, as of December 31, 1945, con- 
tains $118,117.88, to take care of that 


expense. 
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Respondent contends that the 
amounts charged to depreciation ex- 
pense, and credited to depreciation re- 
serve in its Colorado accounts, fell 
considerably below the actual depre- 
ciation in mains and service connec- 
tions caused by the peculiar soil condi- 
tions. Its rate of depreciation 
charged to expenses is that ordinarily 
applied in localities where adverse soil 
conditions are not encountered. The 
very purpose of depreciation has here 
been defeated because the respondent 
has not sought an order from this 
Commission allowing it to charge to 
expenses a sufficient amount to re- 
habilitate the property when the same 
becomes no longer usable. When the 
question has come before the courts 
and Commissions, varying rates of 
depreciation have been allowed, de- 
pending on varying conditions, and 
different rates have been allowed on 
different items of property. Ordinar- 
ily, the rate allowed on pipe is 24 per 
cent, based upon an average life of 
forty years. Here, the evidence shows 
that the life of pipe, due to peculiar 
soil conditions in many places, does 
not exceed ten years. The respondent 
has no records to show the actual life 
of pipe. The only evidence is that cer- 
tain sections of pipe removed were 
known by the respondent’s witness to 
have been put in six to ten years ago. 
What is a reasonable rate of deprecia- 
tion cannot be determined from this 
record. The respondent should keep 
more detailed records and should later 
present evidence to this Commission 
so that the Commission can determine 
the correct rate respondent should ap- 
ply to its Colorado properties. 


[1] Even if the respondent could 
show definitely what the correct de- 
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preciation rate should be, the custom- 
ers should not now be penalized by 
having to make up for the past inade- 
quacy. That is a loss which the re- 
spondent should stand, but it un- 
doubtedly should be entitled to insist 
upon a reasonable rate of depreciation 
to be applied in the future. An appli- 
cation to this Commission, under the 
provisions of § 35, Chap 137, 1935 
Colo Stats Anno is the correct proce- 
dure for respondent to follow in se- 
curing an adequate rate of deprecia- 
tion. 

In considering the depreciation re- 
serve account, it appears that respond- 
ent’s practices as to charges thereto 
have not been in accordance with the 
System of Accounts and has resulted 
in an unreasonable depletion of that 
account. Respondent admits that, 
when replacements of pipe have been 
made in the past, the entire cost of the 
replacement has been charged to the 
reserve, whereas the reserve should 
have been charged with only the 
amount which had previously been 
credited thereto for the item replaced. 
During the four years, 1942 to 1945, 
$23,679.20 (including cost of remov- 
al) was charged against the deprecia- 
tion reserve account, whereas only a 
portion of that amount could have 
been credited to the reserve. This 
practice seems to have been a continu- 
ing one since respondent acquired the 
property. If the respondent, in past 
years, had made proper charges against 
the reserve account, that account 
would be materially larger today. 

For extraordinary expenses in re- 
placing property, the System of Ac- 
counts provides a procedure whereby 
a utility can obtain authority to make 


extraordinary charges against ex- 
penses and not against the deprecia- 
tion reserve account. In that way, 
both the utility and the customers are 
protected. Instead of following that 
procedure, the respondent, without au- 
thority, charged the total cost of re- 
placements to the reserve account, 
thereby unreasonably depleting that 
account. 

The basis of this proceeding is to 
determine whether or not the rates 
charged by the respondent are reason- 
able or excessive or discriminatory 
during the period from March 18, 
1942, the date of the decision of the 
Federal Power Commission in the pro- 
ceedings heretofore mentioned. Sub- 
sequently, during the period of the 
pendency of the proceedings in the 
Federal courts, the Colorado Inter- 
state Gas Company deposited, in the 
depository designated by the courts, 
on account of gas sold to respondent, 
the sum of $176,278.82. The respond- 
ent now contends that it is the owner 
of the whole of that amount. How- 
ever, it has offered to pay one-half, or 
$88,139.41, to its customers. In so 
far as this Commission is concerned, 
the question is whether or not the ac- 
ceptance of said sum by the respondent 
will result in an unreasonably high re- 
turn-having been earned on its invest- 
ment during the period in question 
which will result in its customers hav- 
ing been charged excessive rates. To 
determine that question, the earnings 
and practices of the respondent should 
be considered. 

During the years 1942 to 1945, . 
inclusive, the net profits of the re- 
spondent were as follows: 
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Net Profits , 
before Other Per Cent 
Income Deductions to Net 


Year (Financial Charge) Investment 

rte” $18,962.41 6.55 

ESE 18,060.50 7.11 

SE wit ausvieudadaces 21,937.14 8.14 

RN a tata ne oe ara 28,205.46 9.37 
$87,165.56 


If one-half of the refund ($88,- 
139.41) is added to that amount, the 
respondent will have earned $175,- 
304.97, or an average of $43,826.24. 
That amounts to an average annual 
return of 15.73 per cent on its invest- 
ment. 


The Commission should not over- 
look the fact that the respondent has 
transferred to its home office, and 
charged the Colorado District, certain 
amounts which it calls “Financial 
Charges.”” Those charges for the four 
years in question, together with the 
percentages to the Colorado District 
investment and the net profits claimed 
by respondent, which were also trans- 
ferred to the home office, are as fol- 
lows : 


Net Profit 

Financial Per Cent to Credited to 
Charges Net Investment Home Office 
$24,062.39 8.31 *$5,099.98 
12,714.79 5.00 5,345.71 
12,438.91 461 9,498.23 
13,200.28 4.39 15,005.18 
$62,416.37 $24,749.14 


(* denotes deficit) 


Add to those profits one-half of the 
refund, and the net profits shown 
above for the four years is $112,- 
888.55, or an average of $28,222.14. 
This represents an average annual re- 
turn of 10.13 per cent upon respond- 
ent’s net Colorado investment. If the 
full amount of the refund were paid to 
respondent, the net profit for those 
years is $201,027.96, or an average 
of $50,256.99, which represents an 
average annual return of 18.04 per 
cent upon the investment. 

In considering this matter, the 
the Commission is using the amount 
of investment claimed by respondent. 
This amount may or may not be cor- 
rect, and, by accepting or using that 
figure for the purpose of early disposi- 
tion of this matter, the Commission re- 
serves the right to adopt a different 
figure in any future proceedings where 
value may be in issue. The respond- 
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ent has not furnished the Commission 
any figures showing original costs, as 
required by the System of Accounts 
and by Case No. 4693 (1938) 26 
PUR(NS) 56. Its claimed investment 
is based entirely upon book value as 
obtained from the annual reports filed 
by respondent’s predecessors with this 
Commission. 

[2] The respondent contends that, 
subsequent to the order of the Federal 
Power Commission, it voluntarily re- 
duced its rates to such an extent that 
a saving of some $81,000 was accord- 
ed to its customers during the Im- 
poundment Period. But, immediately 
upon the affirmance of the Federal 
Power Commission’s order by the 
Federal courts, the respondent made a 
further rate reduction of about 22 per 
cent. This, in our opinion, amounts 
to an admission that the rates assessed 
and collected during the Impoundment 
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Period were excessive and unreason- 
able, to the extent that those rates ex- 
ceeded the rates after the 22 per cent 
reduction was made. 

It follows, as a natural conclusion, 
that, if the respondent accepts any part 
of the impounded refund, the rates 
charged its customers will be excessive 
by that amount. , 

[3] Respondent claims that, at the 
hearings held on this matter, a number 
of written statements were introduced, 
signed by public officials, service clubs, 
civic associations, and individuals in 
the territory served by respondent, re- 
questing the Commission to approve 
the division of the impounded fund in 
the manner proposed by respondent. 
Those statements were obtained by re- 
spondent. Respondent did not show 
that the matters set out above were 
communicated to the signers. Re- 
spondent also contends that no cus- 
tomer or consumer appeared at the 
hearings to oppose the division. The 
Commission feels duty bound to disre- 
gard this contention. It is also of the 
opinion that the statements requesting 
approval of the division should be dis- 
regarded. Had the communities in 
question been fully advised, the Com- 
mission is of the opinion that such 
signed requests may not have been 
procured. The rights of the custom- 
ers of the respondent must be protect- 
ed. Even though no customers ap- 
peared, claiming that the rates of re- 
spondent were unreasonable or exces- 
sive or discriminatory, still the rights 
of such customers are not barred, and 
the Commission can order reparation. 

[4] Respondent may contend that 
the provisions of § 56, Chap 137, 
1935 Colo Stats Anno can come 
into operation only on the “complaint” 


of a community or customer of the 
utility. Under §§ 24, 25, and 35, 
Chap 137, 1935 Colo Stats Anno the 
Commission may make the “com- 
plaint” on its own motion. It need 
not wait until a customer makes the 
“complaint.” Many times, the cus- 
tomers are not in possession of, and 
cannot procure, sufficient information 
to determine whether or not they have 
cause for complaint. Here, the Com- 
mission proceeded upon its own “‘com- 
plaint” and may thereby enter such or- 
ders as will protect the customers’ 
rights. 

[5-7] The authority of this Com- 
mission to enter an appropriate order 
in this proceeding is to be found in the 
Public Utilities Act (Chap 137, 1935 
Colo Stats Anno). By § 24, Chap 137, 
the Commission is authorized to hold 
a hearing upon its own motion or com- 
plaint relative to the rates, charges, 
classifications, etc., of utilities, and, if 
it shall find any such rates, charges, 
etc., unjust, unreasonable, discrimina- 
tory, or preferential, it is the duty of 
the Commission to determine just, rea- 
sonable, or sufficient rates, and it may 
establish new rates, charges, et cetera. 

Under § 35, this Commission has 
power to prescribe proper and ade- 
quate rates of depreciation for any 
utility. Each utility shall conform its 
depreciation accounts to the rates pre- 
scribed; shall set aside the moneys so 
provided in a fund; and shall expend 
the same only for such purposes and 
under such rules and regulations as 
the Commission may prescribe. 

Section 14(a) reads: 


“All charges, made, demanded, or 
received by any public utility, or by 
any two or more public utilities, for 
any rate, fare, product, or commodity 
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furnished or to be furnished or any 
service rendered or to be rendered 
shall be just and reasonable. Every 
unjust or unreasonable charge made, 
demanded, or received for such rate, 
fare, product, or commodity or service 
is hereby prohibited and declared un- 
lawful.” 

Here, as we have hereinbefore dem- 
onstrated, we find that the respondent, 
during the period in question, made 
more than a reasonable return upon its 
investment. If the amount of the fund 
now in the hands of the depository be 
paid to respondent, its earnings for the 
period will greatly exceed a reasonable 
return on its investment. The charges 
heretofore made by respondent to its 
customers will thereby become unrea- 
sonably high and excessive, to the ex- 
tent of the “windfall” received by re- 
spondent. 

Section 56(a) provides that, if this 
Commission finds that a utility has 
charged an excessive or discriminatory 
amount for any product, commodity, 
or service, it may order the utility to 
make due reparation therefor; and 
§ 56(b) provides that suit may be 
instituted in any court of competent 
jurisdiction to recover such repara- 
tion. 

Section 56 has been before the Com- 
mission many times. The decision in 
the case of Granada v. Lamar, No. 
5352, October 26, 1933, 5 PUR(NS) 
519, is particularly instructive. There, 
the Commission found that the charg- 
es made by Lamar to Granada for elec- 
tricity furnished were excessive and 
discriminatory, but did not find that 
the rates were unreasonable. In the 
order, Lamar was required to make 
reparation to Granada. 

The power of this Commission to 
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award reparation under § 56 was sus- 
tained by the Supreme Court in Bon- 
fils v. Public Utilities Commission, 
67 Colo 563, 575, PUR1920D, 961, 
973, 189 Pac 775. 

Our Supreme Court cited and relied 
upon the case of Southern P. Co. v. 
Darnell-Taenzer Lumber Co. 245 US 
531, 62 L ed 451, PUR1918B 598, 
38 S Ct 186. 

In Darnell-Taenzer Lumber Co. 
supra, the court pointed out that plain- 
tiffs there have paid cash out of pocket 
which should not have been required 
of them, and the amount of the proxi- 
mate loss is not in doubt. Here, the 
customers of respondent have paid 
charges out of their own pockets which 
should not have been required of them 
had respondent’s tariffs properly re- 
flected the savings which ultimately 
resulted from the Federal Power Com- 
mission’s order. If the respondent 
does receive the fund now on deposit 
with the depository, it will have re- 
ceived, for the period mentioned, an 
amount which is in excess of a reason- 
able return. Its customers are, there- 
fore, entitled to reparation by that 
amount. 

That this Commission, and not the 
Federal courts, has jurisdiction to de- 
termine to whom the fund now on de- 
posit belongs has been sustained by the 
following decisions, among others: 
Central States Electric Co. v. Musca- 
tine, Iowa (1945) 324 US 138, 89 
L ed 801, 57 PUR(NS) 81, 65 S Ct 
565; Ohio Pub. Utilities Commission 
v. United Fuel Gas Co. (1943) 317 
US 456, 87 L ed 396, 46 PUR(NS) 
257, 63 S Ct 369; Natural Gas Pipe- 
line Co. of America v. Federal Power 
Commission (1944) 55 PUR(NS) 
392, 141 F2d 27. 
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In the case last cited, the identical 
question was involved, and the court 
held that, since the Illinois Public 
Utilities Commission only has author- 
ity in respect to reparations, the appli- 
cation should have been there made. 

The primary aim of the Natural Gas 
Act, 15 USCA § 717 a-u, was to 
protect consumers against exploitation 
at the hands of natural gas companies 
and holding companies—Federal Pow- 
er Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 333, 51 
PUR(NS) 193, 64 S Ct 281; and is 
designed to protect the ultimate con- 
sumer rather than the intermediate 
utility—Mississippi River Fuel Corp. 
v. Federal Power Commission (1941) 
40 PUR(NS) 213, 121 F2d 159; and 
that the ultimate consumers, and not 
the distributing utilities, are entitled 
to the refund—Natural Gas Pipe Line 
Co. v. Federal Power Commission, 
(1942) 47 PUR(NS) 464, 131 F2d 
137. 


Based on the foregoing, the Com- 
mission is of the opinion that the ulti- 
mate consumers of respondent, and not 
respondent, are equitably entitled to 
the refund now in the hands of the 
depository designated by the Federal 
court in the proceeding above men- 
tioned; and is further of the opinion 
that, if the respondent accepts any 
portion of said fund for its own use, 
the rates of the respondent, during the 
period mentioned, charged, and col- 
lected from its ultimate consumers, 
were, to that extent, excessive and 
unlawful; and said customers are en- 
titled to reparation for the amount so 
received by respondent. 

In the record and evidence herein, 
the Commission finds: 

(a) That it has jurisdiction of this 
proceeding, and has jurisdiction to 
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make an order or orders awarding 
reparation to the customers of the 
respondent. 

(b) That the respondent, during 
the period involved herein, charged 
its customers in the Colorado District 
excessive amounts for natural gas sold 
to them to the extent of the amount of 
the fund now impounded by the cir- 
cuit court of appeals for the tenth 
circuit in the case of Colorado Inter- 
state Gas Co. v. Federal Power Com- 
mission, No. 2550, pending in said 
court, which was collected from and is 
allocable to the respondent, and that 
respondent should consent to the dis- 
tribution of said fund to its customers 
in accordance with appropriate order 
to be made by said circuit court of ap- 
peals. 

(c) That, on account of such exces- 
sive charges, said customers became 
entitled to reparation from the re- 
spondent in an amount equaling said 
fund, less any charges or expenses al- 
lowed by said circuit court of appeals 
against respondent’s allocable portion 
thereof. 


(d) That the respondent, after such 
conferences with the utility engineer, 
auditor, and statistician, and other of- 
ficers of the Commission, as may be 
necessary, should, within sixty days 
from the effective date hereof, set up 
and keep such records and accounts 
with respect to the installation, life, 
and replacements of its Colorado Dis- 
trict property, and the component 
parts thereof, and containing such oth- 
er information and matters relating 
thereto, as may be necessary to the ul- 
timate establishment of proper rates 
of depreciation therefor. 

(e) That the respondent shall 
comply with the requirements of this 
Commission’s order in Case No. 4693 
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(1938) 26 PUR(NS) 56, and furnish 
information as to the original cost 
of respondent’s Colorado District 
property, within six months after the 
effective date hereof. 

(f) That no final order awarding 
reparation to respondent’s customers 
shall be entered at this time, but that 
jurisdiction of this proceeding should 
be retained in order that, if respondent 
should fail or refuse to authorize the 
distribution by the circuit court of 
appeals of said fund among its cus- 
tomers, as directed in subparagraph 
(b) of these findings, and should ac- 
cept all or any part of the said fund 
herein mentioned, further proceedings 
may be had herein in harmony with 
the foregoing. 

ORDER 


It is ordered: 

1. That the respondent, during the 
period involved herein, charged its 
customers in the Colorado District ex- 
cessive amounts for natural gas sold to 
them to the extent of the amount of 
the fund now impounded by the cir- 
cuit court of appeals for the tenth cir- 
cuit in the case of Colorado Interstate 
Gas Co. v. Federal Power Commis- 
sion, No. 2550, pending in said court, 
which was collected from and is allo- 
cable to the respondent, and should be 
reparated, pro rata, to its customers. 

2. That the respondent shall, within 


sixty days from the effective date here- 
of, set up and keep such records and 
accounts with respect to the installa- 
tion, life, and replacements of its Colo- 
rado District property, and the com- 
ponent parts thereof, and containing 
such other information and matters re- 
lating thereto, as may be agreed upon 
by the respondent and the utility engi- 
neer, auditor, and statistician, and 
other officers of the Commission. 

3. That the respondent shall com- 
ply with the requirements of this Com- 
mission’s order in Case No. 4693, su- 
pra, and furnish information as to the 
original cost of the respondent’s Colo- 
rado District property within six 
months after the effective date here- 
of. 

4. That jurisdiction of this proceed- 
ing is hereby retained, and, should re- 
spondent accept all or any part of the 
fund now impounded by the United 
States circuit court of appeals for the 
tenth circuit in the case of Colorado 
Interstate Gas Co v. Federal Power 
Commission, No. 2550, collected by 
the Colorado Interstate Gas Company 
from, and allocable to, the respondent, 
then further proceedings shall be had 
herein as shall be in harmony with the 
findings hereof. 

5. That this order shall become ef- 
fective twenty days from the date here- 
of. 
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RE INTRASTATE TELEPHONE TOLL RATES 


NORTH CAROLINA UTILITIES COMMISSION 


Re Intrastate Telephone Toll Rates 


Docket No. 3838 
December 30, 1946 


PPLICATION for authority to make telephone toll rates uniform 
throughout the state; granted. 


Rates, § 582 — Uniformity of telephone toll rates — Temporary orders. 
Uniformity in intrastate telephone toll rates should be maintained, and 
intrastate toll rates of all independent telephone companies in the state 
under the jurisdiction of the state Commission should be the same as rates 
authorized for a statewide telephone company in an earlier order; but the 
rates authorized should be on a temporary basis in view of the abnormal, 
unsettled financial and labor conditions, heightened by growing inflation 
prevailing throughout the state and nation. 


APPEARANCES: L. W. Hill, Car- 
olina Telephone and Telegraph Com- 
pany; J. F. Havens, Carolina Tele- 
phone and Telegraph Company; 
George W. Thompson, Central Car- 
olina Telephone Company; John E. 
Cline, Central Carolina Telephone 
Company; L. D. Densmore, Central 
Telephone Company; Ralph Van 
Trine, Durham Telephone Company ; 
H. W. Dewey, The Norfolk & Caro- 
lina Telephone & Telegraph Company ; 
Robbins Tilden, North State Tele- 
phone Company; Clyde A. Shreve, 
Subscribers of Summerfield, Stokes- 
dale, and Oak Ridge served by Central 
Carolina Telephone Company. 


By the Commission: This matter 
came before the Commission in order 
that it might be determined whether 
the uniformity in telephone toll rates 
throughout the state should be con- 
tinued. 

Many times during the past years 
the Southern Bell Telephone Company 
has, as a result of conferences with the 
Commission, agreed to a reduction in 


its toll charges, after which the inde- 
pendent telephone companies, at the 
request of the Commission, have like- 
wise reduced their toll charges making 
the toll rates throughout the state the 
same. When recently the Southern 
Bell Telephone Company filed a peti- 
tion with the Commission requesting, 
among other things, a 5 cents’ basic 
charge per message increase in toll 
charges between certain mileage brack- 
ets, the Commission was likewise re- 
quested by the independent telephone 
companies in various parts of the state 
for a like increase in toll rates. Rather 
than to have a multiplicity of hear- 
ings, the Commission gave notice 
through the press that it would hear 
and pass upon the request of the inde- 
pendent telephone companies at the 
same time, and a hearing was had on 
December 30, 1946. At said hearing 
it was made affirmatively to appear 
that if the toll rates were not made 
uniform great confusion would re- 
sult. Many of the independent com- 
panies connected with the Southern 
Bell Telephone Company have recipro- 
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cal arrangements whereby the South- 
ern Bell Telephone Company collected 
the toll in one direction and the inde- 
pendent telephone companies in the 
other direction, and if the toll charges 
were not made the same the rates 
would be different in different direc- 
tions between the same points. Fur- 
thermore, it was shown that many 
messages were routed partly over the 
lines of the Southern Bell Telephone 
and Telegraph Company and partly 
over the lines of the independent tele- 
phone companies and that if the rates 
were different there would be confu- 
sion and inaccuracies in determining 
and prorating the total toll charge. 

In addition to the above reasons re- 
cited, it was contended and evidence 
offered in substantiation of the con- 
tention, that the independent telephone 
companies, like the Southern Bell 
Telephone Company, had had an enor- 
mous increase in operating expenses 
due to sky-rocketing material cost and 
increase in the cost of labor, the cul- 
mination of which, it was contended, 
in the opinion of the independent tele- 
phone operators, had not yet been 
reached, and that this great increase 
in operating expenses far exceeded the 
small amount of revenue which inde- 
pendent telephone companies would 
receive by a 5 cents’ basic charge per 
message increase in toll rates. Many 
of the independent companies, it was 
pointed out, have few and in some 
cases no long-distance lines and, there- 
fore, their profit from the increase in 
toll rates would be either negligible or 
nil. 

It was further contended that uni- 
formity in toll rates should be main- 
tained and should the Commission find 
that any one particular company was 


making more than a fair return that 
its rental rates should be reduced 
rather than disturb the uniformity in 
toll rates. 

The representative of the subscrib- 
ers of the Summerfield exchange of 
the Central Carolina Telephone Com- 
pany did not oppose the proposed toll 
rate increase in general but opposed 
the grant of any increase in such rates 
to the Central Carolina Telephone 
Company until their service was im- 
proved. 

From the testimony adduced and 
the data submitted the Commission is 
of the opinion that uniformity in intra- 
state toll rates should be maintained 
and that the intrastate toll rates of all 
independent telephone companies in 
the state under the jurisdiction of this 
Commission should be the same as the 
rates authorized for the Southern 
Bell Telephone and Telegraph Com- 
pany in the Commission’s order of 
November 23, 1946, 66 PUR(NS) 
101; however, in view of the abnor- 
mal, unsettled financial and labor con- 
ditions, heightened by growing infla- 
tion, which not only prevail in North 
Carolina but throughout the nation, 
the Commission is of the opinion that 
the rates fixed by this order should be 
provided on a temporary basis and 
that the order of the Commission 
should continue open for fourteen 
months from December 31, 1946, with 
the right of the Commission reserved 
to make adjustments in said rates at 
any time during this period as in its 
opinion conditions should justify. 

Special toll charges or special toll 
arrangements in effect at certain ex- 
changes or between certain exchanges 
in the state are not affected by this 
proceeding. 
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Commonwealth Edison Plans 
$200,000,000 Expenditure 
M” than $200,000,000 will be spent for 


construction by Commonwealth Edison 
Company during 1947, 1948, and requirements 
in the years immediately following 1949 may 
also be substantial, Charles Y. Freeman, presi- 
dent, states in his annual report to stockholders. 

Construction expenditures in 1946 were $37,- 
383,015, as compared with $20,228,752 in 1945. 

Work has been started on the installation 
of a 150,000 kilowatt unit and related steam 
generating equipment to the Fisk station in 
Chicago. A considerabie part of the building 
alteration work for this unit was completed 
in 1942 at the time priorities for its equip- 
ment were revoked. It is scheduled for com- 
pletion in 1949, 

The report states that active consideration 
is also being given to plans for the installation 
of an additional 250,000 kilowatts of electric 
generating capacity. 


International Harvester Co. 
Announces Price Reductions 


gpm ATIONAL HARVESTER COMPANY has 
announced price reductions which it esti- 
mated will save the users of its products ap- 
proximately $20,000,000 a year and said its 
action was taken “because we believe there is 
nothing more important to this country than 
- lower the prices of the goods that people 
uy. 

Harvester’s price reductions will become ef- 
fective before April lst and will apply to a 
selected list of products in the company’s line 
of tractors, farm machines, motor trucks, and 
industrial power equipment. 


South Carolina Elec. & Gas Has 
$18,000,000 Expansion Program 


A FIVE-YEAR proposed expansion program 
involving an estimated expenditure of 
more than $18,000,000, has been announced by 
the South Carolina Electric and Gas Company. 

The program, starting this year, extends 
through 1951 with the 1947 budget already in 
operation. Leading the projects this year are 
the $763,980 to be spent on the extension and 
improvements on the electric distribution lines 
throughout central South Carolina, and the 
$324,683 for additions and improvements to 
the substations, transmission lines, steam and 
hydro plants. 

The Columbia gas plant and system has been 
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allocated $173,078, and the city transportation 
system, $118,435. The balance of the $1,516,- 
515 budget for this year will be devoted to 
service trucks and cars, testing equipment, 
tools for workmen, minor improvements, and 
several miscellaneous construction items. 

The long-range program will require an 
estimated expenditure of $18,019,515 divided 
by years as follows: 1947—$1,516,515; 1948— 
$3,116,000; 1949—$3,869,000; 1950—$5, 181,- 
000 ; and 1951—$4,337,000. 

Of the five-year total, allocations to the 
electric department are: steam plant, $5,117,- 
865; hydro plants, $4,479,940; lines and sub- 
stations, $1,699,878; distribution lines and cus- 
tomer service ; $3,513,980. (Total $14,811,663). 

The gas department’s appropriation includes 
$551,078 for the plant; $297,000 for mains; 
and $450,000 for distribution and customer 
service. (Total $1,298,078.) 

Other projected expenditures in the pro- 
gram are: Columbia bus system, $478,435; 
service trucks and cars, $154,201; buildings 
and land, $794,000; testing equipment, radio 
equipment, tools, and other miscellaneous items 
which will occur in the execution of this broad 
program, $483,138. 


Revised Guth Catalog 
Now Available 


A NEW complete catalog has just been an- 
nounced by The Edwin F. Guth Com- 
pany of St. Louis. This revised Guth Catalog 
No. 44-A covers the entire Guth line of 
fluorescent and incandescent lighting equip- 
ment, including the latest improvements and 
new additions. It contains useful information 
on lighting design, accurate light-engineering 
data, with complete details and specifications 
on ail the products listed. 

Copies of the catalog may be obtained from 
The Edwin F. Guth Company, 2615 Washing- 
ton avenue, St. Louis, Missouri. 


EEI Report Stresses Importance 
Of Commercial Market 


4} scope and potentialities of the commer- 
cial market, and the importance of the 
commercial load to the electric utility, are 
described in a report of the market develop- 
ment committee, commercial division, Edison 
Electric Institute, which has just been pub- 
lished by the Institute. Entitled “Analysis and 
Development of the Commercial Market,” the 
report briefly outlines the applications of elec- 
tric service in commercial establishments, and 
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presents a recommended plan for successful 
selective selling in this field. 

The large commercial market awaiting de- 
velopment is indicated by surveys which reveal 
a tremendous backlog of new equipment need- 
ed to rehabilitate existing installations, and the 
large amount of commercial construction now 
in the planning stage in nearly every city. 

A well organized sales plan is required, if 
the electric company is to meet the keen com- 
petition expected in the commercial market, 
the report states. Adequate sales budgets, well 
trained manpower, proper sales promotion 
aids, effective advertising, and efficient co- 
Ordination of all sales allies are all essential, it 
is stated. 

Describing the various applications of elec- 
tric service in the commercial market, the re- 
port emphasizes the importance of the lighting 
load. Connected lighting load in this field rep- 
resents only one-third to one-half the potential, 
according to the report. Accent lighting, if 
properly promoted, can amount to 60 per cent 
of the general interior lighting load in many 
cases, the report says. 

The report concludes with a suggested plan 
for organization of the utility sales depart- 
ment, and recommended activities for success- 
ful selling in this field. 

“Analysis and Development of the Commer- 
cial Market” is available from the Edison Elec- 
tric Institute, 420 Lexington avenue, New 
York 17, New York, at 50 cents per copy to 
member companies, $1.00 to non-members, 


Thomas & Betts Add to Line 
Of Electrical Fittings 


HE THOMAS & Betts Company, Inc., 36 

Butler street, Elizabeth 1, New Jersey, 
have recently introduced an addition to their 
line of electrical fittings. It is the new design 
Lug-it for stranded or solid wire. 

Made of bronze for maximum strength, the 
double thickness at the screw threads provide 
great tightening force. The lapped body, with 
each lap threaded, squeezes the screw during 
tightening and locks it in place. 

Made in four sizes to take from #14 to 4/0 
wire, the construction of this Lug-it provides 
great ease in changing to any tongue style re- 
quired by the consumer without construction 
of a new body for each tongue design. 

The tongue, which is serrated for good con- 
tact and high conductivity, travels through the 
body thus providing direct contact of wire to 
tongue. 


Western Lt. & Tel. Company Has 
$2,500,000 Construction Budget 


ESTERN LicgnHt & TELEPHONE CoMPANY 

has a construction budget for the year 

1947, which is a part of a comprehensive long 

range program, amounting to approximately 

2,500,000. Approximately $2,000,000 has been 

allocated for the electric department and the 
balance for the telephone department, 

Principal items in the electric budget for the, 

current year consist of short line extensions to 


prospective customers; additional generating 
capacity at Liberal and Plainville, Kansas; 
the construction of additional electric trans- 
mission lines connecting with neighboring 
systems to provide necessary reserve as well 
as additional capacity; the reinforcement of 
the capacity of existing transmission systems ; 
and continuation of the rural electrification 
program and the modernizing of street light- 
ing systems in a number of communities. 

In the telephone department, plans have been 
completed for the installation of dial or com- 
mon battery service in four communities. It 
will also be necessary to rebuild portions of the 
present rural pole lines as well as the metalliciz- 
ing and extension of existing rural lines. 


$57,000,000 Program Proposed 
By Cleveland Elec, Illum. 


HE CLEVELAND ELeEctric ILLUMINATING 

Company is planning $57, 000, 000 construc- 
tion program to meet the area’s needs growing 
out of high levels of industrial production, 
commercial activity, and employment. 

Major projects in the program are: An addi- 
tion to Avon power plant including two 90,000- 
kilowatt turbo-generators with boilers and ac- 
cessories; Modernization of switch house No. 
2 at Lake Shore power plant; Completion of 
four substations, building of which was started 
in 1946; Construction of five more substations 
and an addition to another substation ; Comple- 
tion of the reconstruction of Canal road steam 
heating plant started in 1946 to increase its 
efficiency and capacity; conversion into an 
office building of the Illuminating St, Clair 
building, which was purchased in 1946. 


Holcomb New P&H 
Sales Manager 


ARNISCHFEGER CORPORATION of Milwaukee, 

builder of P&H products, has announced 
the appointment of Ralph D. Holcomb as gen- 
eral sales manager. He will direct the sales 
of all P&H products, excavators, road ma- 
chinery, hoists, cranes, and welding equip- 
ment. 


New Booklet Points Way to 
Increased Efficiency 


H’ scientific use of the energy in color is 
currently employed in the nation’s plants 
and factories to increase over-all efficiency is 
shown graphically in a new full-color, 32-page 
booklet now being published by the Pittsburgh 
Plate Glass Company according to E. D. Peck, 
general paint manager. 

With facts and figures, pius numerous 
views of actual use of color in manufacturing 
and processing plants, the booklet demonstrates 
how industrial officials, by following the prin- 
ciples of color dynamics, can (1) Promote 
continuity of employment, (2) Improve effi- 
ciency of operation, and (3) Maintain quality 
of production. It reveals how dynamic colors 
will bring about more and better work per 
man-hour and more man-hours per man by 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHO 


Ni \ ' 
oh 

















OF BILL ANALYSIS 











y \- but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & ‘Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detroit Montreal Torente 
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INDUSTRIAL PROGRESS—( Continued) 





making the employee’s working environment 
cheerful and safe. 

The booklet points out that use of color is 
in no way an experiment. Color principles 
have been widely tested in both laboratory and 
in all types of plants. These tests and ex- 
perience prove that there is energy in color 
which affects the health, comfort, morale, and 
safety of employees. 

Individual sections are devoted to the use 
of color on machinery and equipment; on walls 
and ceilings; and on floors, aisles, and mobile 
equipment with emphasis on color for safety. 
Each section is illustrated with full-color 
applications. A special section contains sim- 
plified and practical material specifications for 
industrial painting. 

Copies of the booklet may be had (free of 
charge) from department NIB, public rela- 
tions department, Pittsburgh Plate Glass Com- 
pany, 632 Duquesne Way, Pittsburgh 22, 
Pennsylvania. 


Hagan Buys Ring-Balance Co. 


HE HaGAN CorporATION, combustion and 

chemical engineering firm, has purchased 
the Ring-Balance Instrument Company of 
Chicago, thus rounding out its present combus- 
tion and process control business with a line 
of industrial meters, J. M. Hopwood, Hagan 
president, repdrted recently. 

The Ring-Balance Company for several 
years has specialized in manufacturing record- 
ing, indicating, and totalizing meters for 
measurement of steam, liquids, and gases for 
use in steam power plants, steel mills, central 
heating systems, and chemical process plants. 
The purchase adds Hagan to the growing 
number of firms manufacturing both combus- 
tion control and instruments. Mr. Hopwood 
said also that Hagan expects to use the Ring- 
Balance principle on a number of new in- 
struments not now manufactured by the 
company. 


$9,700,000 Program Planned 


ousTon Licutinc & Power Company is 

planning a $9,700,000 expansion program 

to provide for the needs of the rapidly growing 

Houston area, according to a recent announce- 
ment. 


Sylvania Appointment 


Arranrurnt of Henry G. Mahoney as man- 
ager of purchasing in the lighting fixture 
division of Sylvania Electric Products, Inc., 
was announced recently by Charles H. God- 
dard, general manager of fluorescent fixtures. 


New Carbon Dioxide Hose Reel 


A NEW and improved light weight hose reel 
of the shock-proof type for carbon diox- 
ide systems, available in capacities from 50 
to 200 pounds or more of carbon dioxide, has 
been announced by the C-O-Two Fire Equip- 
ment Company. 

This stamped brass and chrome plated hose 
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reel may be fitted with one-half inch high 
pressure hose of any length up to 125 feet or 
any length up to 100 feet of three-quarter inch 
hose. The hose reel and discharge horn may 
be installed adjacent to the C-O-Two cylinders 
or at a remote point. 

The handle of the fire fighting nozzle is 
equipped with the famous “squeez-grip” valve 
for controlling discharge of the carbon 
dioxide gas when working around a fire. 

For further information, write to the C-O- 
Two Fire Equipment Company, P. O. Box 
390, Newark 1, New Jersey. 


$20,000,000 Program in 1947 
Mapped by Niagara Hudson 


IAGARA Hupson Power SysTEM com- 

panies expect to spend about $20,000,000 
in 1947 for construction, extension, and im- 
provement of properties, Earle J. Machold, 
president, revealed in the annual report to 
stockholders. 

Included in this program is $7,300,000 toward 
the construction of two new generating units 
at Buffalo and Oswego. Plans are also being 
studied for hydroelectric developments at 
other points in the system. 


Idaho Power Company to Spend 
$30,000,000 on Construction 


ey Power CoMPANY will invest $30,000,- 
000 in new power plants, lines and facilities 
within the next five years to meet the electrical 
needs of the Snake river valley, according to 
C. J. Strike, president and general manager. 


New Booklet Describes G-E 
Package Substations 


A NEW 78-page publication (GEA-4500), 
profusely illustrated and printed in four 
colors, describes General Electric’s new pack- 
age substations for utility and industrial power 
distribution. It presents data on a full line of 
complete and coordinated package substations 
rated from 750 to 45,000 kva, with information 
on the procedure for selecting standard ar- 
rangements to conform to existing require- 
ments. Along with the photographs of each 
substation is a one-line diagram of the system. 
Also listed are the components, ratings, and 
dimensions of the package substations. Thirty 
illustrated arrangements are provided as guides 
for selecting a suitable unit. A five-step order- 
ing guide is outlined on the inside back cover 
of the publication. 
EA-4500 is available upon request from 
the General Electric Company, Schenectady, 
New York. 


Silex Appointment 


(Casmae H. NEwMAN has been appointed 
vice president of The Silex Company to 
succeed Wesley R. Becher who resigned re- 
cently, according to an announcement by Frank 
E. Wolcott, president of the company. 



























MERCU RY 
SWITCHES 


are used in all Mercoid Controls. 
They assure better control performance 
and longer control life. That is why 
Mercoid Controls rate avery high 
percentage of customer satisfaction 
-a good reason for featuring - 


MERCOID 





TILTING TYPE 





| THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, ILLINOIS 
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ae Exclusive NEWS 
pn Hus a 
~~ Every Week 
About 
PUBLIC UTILITY 
FINANCE 


Keep posted on utility 








financial developments with the 


P.U.R. UTILITIES FINANCIAL LETTER 


AN appraisal and summary of de- tables are used frequently to indicate 


velopments affecting the financial as- 
pects of public utilities — presented 
each week in a four-page Letter. This 
important information is assembled in 
departmentalized form, classified un- 
der these headings: Highlights of the 
News, Security Markets, Holding Com- 


security trends. Prepared by our spe- 
cial financial staff in New York City, 
the P.U.R. UTILITIES FINANCIAL 
LETTER provides the busy executive 
with a carefully digested review of fi- 
nancial activities affecting the public 
utility industry. An exclusive, helpful 








pany Plans, Earnings and 
Dividends, Financing — Cur- 
rent and Pending and Notes 
and Comment. Charts and 


Letter for those interested 
- 
$25 in keeping abreast of the 
Annually— utility financial picture each 
52 Letters a year. 
week. 











Published by— 


PUBLIC UTILITIES REPORTS, INC. 


Munsey Building Washington 4, D. C. 


To P.U.R. UTILITIES FINANCIAL LETTER 
1040 Munsey Building, Washington 4, D. C. 


> 


° Eee ee rene re ar 

Use This _ 
Convenient Please enter my/our order for P.U.R. UTILITIES FINANCIAL LETTER 

i (fifty-two Letters annually) at $25 a year. 

Order 

C) Payment enclosed 2 Send bill 
Form WARS coniicii Pe ES ATO ST mon RE LO ENE ER ET 
Ms iio. vs ca Cclviaatacts iil bial uss ananeee Reine aaiaaMeaae 
wa ' IL is cn nab ns chndeunnoudhennmeiedeeshehneebenne takes eabeeapiessecbennte 
CITY I I i aac 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tae American Aprprairsat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 














DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








g¢ ford, Bacon & Davis 


& VALUATION ; ONSTRUCTI 
BED} wuumions Engineers <oemucno 


REPORTS 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 











GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
POWER ENGINEERING SINCE 1906 p....s,.:in and Expediting, 


Steam, Electric, Gas, Hydro, 
Rates, Research, Reports, 








ae aad basa Serving Utilities and Industrials canna Menaiada 
perating Betterments, 4 
Inspections and Surveys, Reading ° Philadelphia Original Cost Accounting, 


Feed Water Treatment. Washington bd New York Accident Prevention, 
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PROFESSIONAL DIRECTORY (continued) 
FREDERIC R. HARRIS, INC. 














| Engineers Constructors Management 
Reports Appraisals Valuations 

| NEW YORK 

| Knoxville San Francisco Houston 
Desi Reports 
re H. A. KULJIAN & COMPANY Veleattens 

Engineers 

Public Utilities and Industrials. 

Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
| Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — INVESTIGATIONS — VALUATIONS 
BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. “<= Washington, D. C. 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 


CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 
(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





ENGINEERS 
AND 


CONSTRUCTORS 


SANDERSON & PORTER Sap 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ili. 








80 BROAD STREET 


The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 


Consulting Engineering 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 


Consulting Engineers 
Water, Sewage and Industrial Waste Problems 
Airfields, Refuse incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 


JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


PUBLIC UTILITIES AND INDUSTRIALS 
SUPERVISION OF CONSTRUCTION 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 
REPORTS — EXAMINATIONS — APPRAISALS 


BOSTON NEW YORK 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and _ re- 
ports, design and supervision of con- 


struction of Public Utility Properties 
4706 BROADWAY KANSAS CITY, MO. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 

in connection with i 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 


OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaLie St., Cxicaco 








W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 
55 Liberty Street New York 





FRANK O’NEILL 
Public Utility Consultant 
327 South LaSalle Street, Chicago 4, Illinois 


Accounting, financial, insurance, tax, rate case 
work and original cost studies. 
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PROFESSIONAL DIRECTORY 
(concluded) 





ROBERT T. REGESTER 


Consulting Engineer 


HyprAvuLic Structures — UTILITIES 
FLoop ControL — WaTeR Works 


Baltimore Life Bldg. Baltimore 1, Md. 








A. S. SCHULMAN ELEctTric Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND DistrI- 
BUTION — Power STATION — INDUSTRIAL — 


CoMMERCIAL INSTALLATIONS 


537 SoutH DEARBORN St. CHIcaco 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION—I NVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 
MATTERS 


261 Broadway New York 7, N. Y. 








Representation in this Professional Direc- 
tory may be obtained at very reasonable 


rates. Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 
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Yau can pick the EXACTLY RIGHT tug - 









Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


—from the Complete line 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 


shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 





Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 


PENN-UNION 
ERIE, PA. 


ELECTRIC CORPORATION 


Sold by Leading Wholesalers - 


PENN-UNION 
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FOR RECEIPTING CUSTOMERS’ BILLS 
—Electric—Gas—Water—Tax— 


(|: ( ELECTRIC RECEIPTOR : 
* AFFORDS SPEED — CONTROL— PROTECTION . 





In Less than 14 Second 
THIS 1S WHAT IT DOES 
IN ONE OPERATION! 


Marks receipt PAID 
Both Stub and receipt are DATED 


| ' Perforates LOCATION NUMBER 
in receipt and stub 
Your COMPANY NAME marked 
on the receipt 


Places TELLER NUMBER on both 
stub and receipt 


AUTOMATICALLY SEVERS STUB 
from receipt. 

AN IRREVOCABLE AND COMPLETE RECEIPT 

THE ONLY ELECTRIC DUPLEX RECEIPTING 

PERFORATOR AVAILABLE 












On display 
at Electric & 
Gas Utility Account- 
ants Convention, Buf- 
falo, Y. 





CASHIER'S STUB 








JOHN ONES 
6 


25 FRONT ST. 


COMPANY 


go. Illinois 


g & ELECTRIC 
a ba Blvd., Chica 
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SEND COUPON FOR FURTHER DETAILS 


THE AMERICAN PERFORATOR COMPANY 


625 W. JACKSON BLYD., CHICAGO 6, ILLINOIS 
Please send further information on your ELECTRIC RECEIPTING 





PERFORATOR. 
INI srterslteactapsvsinbavargostocashecaccaiaiah ss accarel sielancinad alias aecestbbaeeaet 
MEE widenuttcksdesanquseissatencotusiesersseedeenenanbeensseeetiebadiunes 
SINT vaiccisksiven solennen Genceetuntehubenshaaheeedavecesamiearecntes 
. 5 ADDRESS .............s.sssssssssscssseescesccscsscsssceeeesaeeeeeeseesense 
ove, grevtie., agony Fg = 4 Se ee ne eee as renee cid vcinksonandntinesanay : 
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LAYING THE FOUNDATION 
FOR FUTURE LOAD 








The publications which General Electric has 
prepared as a part of the More Power to Ameri- 
ca program are designed to help you train power 
salesmen to do a more effective job. Informative 
manuals give them a better understanding of 
your power customers’ problems. Interesting 
literature to give to customers helps build good 
will now, paves the way for increased load later. 


FOR AUTHORITATIVE SALES TRAINING INFOR- 
MATION 


Your power salesmen will welcome these com- 
prehensive, instructive manuals. Prepared by 
experts in each field, they detail the part that 
electric power can play in: (1) Sewage treat- 
ment. (2) Faster metal fabrication through high- 
speed resistance welding. (3) More uniform heat 
treating and joining with induction heating. (4) 
Modernizing laundries. (5) Industrial electronics. 
(6) Urban transit. 


TO STIMULATE ELECTRICAL MODERNIZATION 
PLANS 


Action-inspiring booklets tell power prospects 
what expanded use of electricity can mean to 
them, their business, and their community. The 
titles: Modern Sewage Treatment; High-speed 
Resistance Welding; Electronic Induction 
Heating; Electricity in the Modern Laundry; 
Electronic Control; What Traffic Congestion 
Means to You. 


THESE BOOKLETS ARE IMPORTANT components 
of the MPA programs which General Electric 
hae prepared to help you take the lead in pro- 
moting industrial modernization and civic im- 
provements which lay the foundation for future 
load. 


Your G-E representative will give you all the 
details about the manuals and booklets or 
about complete programs including the latest 
in visual aids. He will also be glad to co-operate 
in presenting MPA programs to your sales 
force or to customer or civic groups. Apparatus 
pene Electric Company, Schenectady 
5, N. ¥. 
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